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My dear Minister, 

I have great pleasure in forwarding herewith the Twelfth Report 
of the Law Commission on the Income Tax Act. 

2. At the request of the Government of India, the Commission 
agreed to take up the revision of the Income Tax Act and entrusted 
the task to a Committee consisting of Shri P. Satyanarayana Rao, Shri 
G. N. Joshi and Shri N. A. Palkhivala who was specially appointed a 
Member for the purpose of the revision of. this Act. 

3. The Committee held more than nine meetings, some of which 
were spread over several days and formulated a scheme for the revision 
of the Act. Some aspects of the work as well as the scheme were discuss- 
ed at meetings of the Statute Revision Section of the Commission held 
on the 22nd SeptembeE,.1956 and the 29th March, 1958. A draft Report 
prepared by SM P. 'Satyanarayana Rao, the senior Member of the sec- 
tion of the Commission, dealing with statute law revision, was circulated 
to all Members of the Commission and their views invited thereon. These 
views together with the draft Report were discussed at a meeting of the 
Statute Revision ' ecdon held on the 2'trd a"d 24th Aug’is*, 1958. Some 
suggestions'raade by Members at this meeting were accepted and it was 
left to the Chairman and Shri P. Satyanarayana Rao to finally settle the 
Report in the light of the discussion. 

4. Shri G. S. Pathak, being outside India, is unable to sign the 
Report. But he concurs in the recommendations and has authorised the 
Chairman to sign the Report on his behalf. Dr. N. C. Sen Gupta and 
Shri D. Narasa Raju are unable to come down to Delhi to sign the Re- 
port but similarly concur in the recommendations and have authorised 
the Chairman to sign the report on their behalf. Dr. N. C. Sen Gupta 
while expressing his concurrence with the Report has added a separate 
note on certain points. 

5. The Commission wishes to acknowledge the services rendered 
by Shri S. A. L. Narayana Row, Commissioner of Income Tax, Shri 
N. Srinivasan, Deputy Secretary in the Ministry of Finance, and Shri 
K. N. Srivastava, Income Tax Officer, in connection with the prepara- 
tion of this Report. 
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INTRODUCTION 

1. There is hardly any Act on the Indian Statute 

which is so complicated, so illogical in its arrangement, and rcfcrcr* 
in some respects so obscure as the Indian Income-tax Act, to the Law 
1922. I Courts and commentators have commented on the Conm^cn. 
illogical arrangement of the provisions of the Act. It has 
been repeatedly pointed out that the amendments made 
from time to time to the Act, directed as they frequently 
are at stopping an exit through the net of taxation freshly 
disclosed, are too often framed without sufficient regard to 
the basic scheme upon which the Act originally rested. Pro- 
visions dealing with the same topic or subject-matter are 
scattered through the various Chapters of the Act, and only 
a thorough knowledge of the whole Act would enable any 
one to find out aU the provisions bearing on a certain point. 

Added to the illogicality of the arrangement are two other 
defects, inaccuracy in the use of language and a degree of 
obscurity which make it difficult to have a glimpse of the 
real intention of the legislature. As Lord Wrenbury said 
(with reference to the corresponding Act of the United 
Kingdom), “No reliance can be placed upon an assumption 
of accuracy in the use of language in these Acts”.* 

2. The hopeless confusion into which the Income-tax 
law has fallen is mainly due to precipitate and continuous 
tinkering with the Act by the legislature. The amendments 
to the Income-tax Act have been so .short-sighted and so 
short-lived as to rob the law of that modicum of stability 
which is essential to its healthy growth. Before the provi- 
sions of the Act can be sufficiently clarified by the judicial 
process, new provisions are substituted in their place. In 
legislation as in other fields of human activity, it is well to» 
bear in mind the dictum of Bacon, “Tarry a little, so. that 
we may make an end the sooner.” Stability is most essen- 
tial to the proper administration of a taxing statute, and 
if the tax structure of this country is to be put on a sound 
footing, it is essential that a halt should be called to the 

, making of ill-digested amendments in a frenzy of hurry 
which has characterised the history of income-tax law of 
the last few years. 

3. The Government has asked us to revise the Income- 
tax Act so as to make its provisions more intelligible with- 
out affecting its basic tax structure. The task is difficirit 
and, as the Codification Committee in England said, “to 
expect from us a codification of the law of incom^tax 
which the layman could easily read and understand was a 
vain hope, which only the uninstructed could cherish”.’ It 


' Rex V. Kensinslon Income iax Commissioner, 6 T. G. 613, 623 (H.L.) 
* Report of the U. K. Committee on Cod’firatio of Income-tax Laws 
Cmd/sni, para 26, quoted in the Final report of the Royal Commissiod on 
the Ta>cation of Profits and Income, CMD/g434 page 330, para. 1080. 
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IS perhaps possible to make the provisions of the Act irore 
ioaiSl and clearer without affecting the tax structure, bu 
It « certainly not possible to make the Act simpler 
encroaching upon at least the fringe and verge of 
structure Hoover, we have made an attempt to arrange 
the provisions of the Act in a more logical maimer a^ 
to make them simpler and clearer jy® 
some of the principles well established by decisions but 
not contained in the provlrfons of the present Act 


4 In November, 1956, v.e issued a press communique 
and mvited suggestions In this behalf We received sugges- 
tions from various individuals and bodies We have con- 
sidered these suggestions in redrafting the Act. 

Scheme of 5 As the first step m the simplification of the Act, 
I mpi fic» we have made a fairly logical rearrangement and re-group- 
tion. mg of the sections of the Income-tax Act Each chapter 
deals with a particular topic. 

6 The next step was simplification of the language of 
the Act This was done by spllttmg up the present see* 
tions, which run mio several pages mto indc^ndent sec- 
tions. Wherever possible, provisos «ere removed and were 
converted into maependent provisions of the Act 


7 As our terms of reference implied the restriction 
that the tax structure should not be altered, no major 
change affecting the substance of the law has been made 
m the substantive provisions. 

8 We, however, felt that a few minor changes in the 
substantive parts and a lew major changes m the present 
procedural provisions would make for simplification These 
changes have been made and will be indicared m the appro- 

' pnate places. 


Alteraion of 
Uix Kmciure 
eweatsa w 
maVe to t m 
pi licai on 


9 We would like to say at the outset that there can 
be no real simplincation of the Income-tax law without a 
simplification of the tax structure As this was beyond 
the purview of our work, our task of simplification has 
been greatly hampered 


Analogout 


10 We have examined the Income-tax Acts of other 
tS and scheme of arrangement of the sec- 

bein dStS analogous provisions have 

S from derived considerable 

Legislature would 

?med country on the lines ad- 

opted by some other progressive countries 


We have examined these statute*? 

desirable drawn unto we thought 

framing our propo^ Provisions of these statutes m 
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12. We now proceed to indicate the lines on which Chan cs pro- 
the Act has been redrafted and the important changes m the 
effected by us. 

13. The changes made by us fall into two catego- 
ries : 

(1) changes of substance, and 

(2) changes of form. 

Changes of substance are discussed in the succeeding 
paragraphs; while changes of form or improvements in 
drafting will be explained in “Notes on clauses". 

There are certain changes which have not been embo- (Recommen- 
died in the draft clauses in Appendix I, but which we dations not 
regard as desirable. Our recommendations as to such embodied in 
changes will be found either in the discussion in the body t)- 

of this Report or in the notes to the relevant clause in 
“Notes on clauses", or, in the list of recommendations an- 
nexed to this part of the Report. 

14. As in the present Act, the preliminary Chapter chapter i 
contains only two sections. One is the section head- preliminary, 
ed ‘Short title, extent and commencement’ and the other 

is the section containing definitions. ^ 

Several new definitions were - found necessary and defini- 
have been inserted. Of these, the following deserve notice — tions. 

A definition of assessment has been added to make it ^Assessment” 
clear that “assessment” includes re-assessment. 

This expression has been used by decisions of courts “Assessment 
and is well-understood as meaning the financial year for Year”, 
which the assessment is being made at the rates prescribed 
by the Finance Act of 'the year concerned. A definition of 
‘assessment year’ has therefore been inserted in the Act. 


These are two new definitions which were found neces- “Average 
sary. In respect of several incomes which are included in 
the total income, abatement of the tax is given at the «AveTaKe mte 
average rate of income-tax. The present Act provides a of Super 
complicated process for the computation of the abatement Tax”, 
m section 17, where the method of working the average 
rate of income-tax is referred to. It was found convenient 
to give definitions of these two expressions and to refer 
to them in the appropriate sections instead of repeating a 
long clause every time. 


The basis of charge under the Act varies according as ‘‘^on-resi- 
a person is a resident of India or a non-resident. The ex- “Resident” 
pressions ‘Resident’ and ‘Non-resident’ have specific mean- 
ings for the purpose of the Act. It was, therefore, felt 
necessary to introduce these two new definitions in the 
Act. 



•Tax’* 


A definition of ‘tax’ has been introduced Under this 
definition, ‘tax’ means both 

able under the provisions of this Act The d^mtion wm 
make it clear that where income-tax is referred to in any 
orovision of the Act only income-tax is meant, and where 
suoer-tax is referred to in any provision of the Act, only 
super-tax is meant Where ‘tex’ is referred to, both income- 
tax and super-tax are meant 


15 The definition of “assessee” has been amplified so 
exuung defi jnclude all the various classes of persons who may 
' become liable for assessment or payment of tax or other 
sum.' 

‘■CiPitii «. Item (ui) of existing section 2(4A), which exclude, 
Kt". from the definition of ‘ capital asset ', land from which the 
income derived is agricultural income has been redrafted 
by substituting the words “agricultural land in India”. Land 
lymg fallow and yielding no income should, it is felt, be 
excluded from this definition. Hence this change 

• incoTft?" The definition of “income” has been amplified so as to 
include profits and gains This will obviate the necessity 
of repeating the lengthy expression ‘income, profits and 
gams’ in the substantive sections Wherever practicable 
only the expression “income” has been used in the substan- 
tive sections 


^ 16 The substantive provisions of the Act relating to 

luUtiAtve one topic or subject matter are at present spread all over 
provuioni the Act This has naturally led to considerable difficulty 
m ascertaining a person’s liability under the Act For exam- 
ple, section 42 which deems certain incomes to accrue or 
arise in India is separated from section 4 which deals with 
the charge to tax of incomes accruing or ansmg in India 
Similarly, while most incomes excluded from the total in- 
come are dealt with in section 4(3) of the Act, there are 
some provisions pertaining to exclusion in other sections 
e g sections 14(1), 25(3) and JS(4) etc We have, therefore, 
in grouping the seclions in various Chapters, taken care to 
see that all the provisions pertainmg to a particular subject 
or topic are placed m the same Chapter 


substantive provisions are at present contained 
mainly in Chapters I, III and DC in the existing Act Chap- 
ter III deals with several subjects It deals with the basis 
?f j ^ t ®®®P^talion of total income under various 
neaas, the rebates on life insurance premia and other mat- 
ters and fte provisions pertaining to salaries, wages and 
P'® dr^t of the Act which we have pre- 
sutstanUve provisions pertaining to income-tax 
grouped in eleven 

Chapters which deal with the following subjects . 
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(i) Basis of charge. (Chapter 11) 

(ii) Incomes which do- not form part of the total in- 
come. (Chapter III) 

(iii) Computation of total income. (Chapter IV) 

(iv) Incomes of other persons, included in the assessee’s 
total income. (Chapter V) 

(v) Aggregation of income and set-off or carry-forward 
of losses. (Chapter VI) 

(vi) Incomes on which no income-tax is payable. (Chap- 
ter VII) 

(vii) Rebates and reliefs. (Chapter VIII) 

(viii) Double taxation relief. (Chapter IX) 

(ix) Provisions against avoidance of tax. (Chapter X) 

(x) Super-tax. (Chapter XI) 

(xi) Determination of tax in certain special cases. 

(Chapter XII). 

18. All the provisions which concern the charge of caiapter l 
income-tax have been brought together in this Chapter. Basis of char- 
The definition of ‘previous year’ is one of the essentials®* 
criteria for the basis of charge and has been included in 

this Chapter. 

The basis of charge has been expressed more generally 
than in the present Act, by referring to every “person” in 
the charging section. This is in conformity with the laws 
of other countries'. 

19. In the present Act the scope of total income is 
given sometimes in relation to the nature of income and 
sometimes in relation to the residence of the assessee. To 
avoid any confusion, the scope of total income of residents 
and non-residents has been put in two different sub-sec- 
tions.’ 

20. Several provisions of the Act refer to income which 
is “deemed” to accrue in India, or is deemed to be received 
in the previous year. We have brought all these provisions 
together and placed them in proximity to each other’. 

21. At present, there is no provision which determines Residence, 
the residence of an artificial juridical person. A new sub- 
clause* has therefore been Introduced in the section relating 

to ‘Residence’ providing that persons other than those for 
which a specific provision has been made, would be resi- 
dent in India, unless the control and management of their 
affairs is situate wholly outside India. 

^ See section 2(1), Canadian Income-tax Act, 1948; section 5(1), Sou- 
th African Income-tax Act, 1941; and section 17, Austrialian Income-tax etc. 

Act, 1936 —53. 

* See clauses 4 (i) and 4 (2), App. I. 

• Sec clauses 7-10, App. I. 

‘ See clause 6 (4), App. I. 



22 The present Act (section 4) speaks of three cate- 
gories of persons 

(i) Persons -who are resident in India; 

(u) Persons who are not ordinarily resident m India, 
and 

(m) Persons who are not resident m India 
So far as the second category is concerned certain incomw 
mentioned in section 4 accruing out^de India are not to 
be included in their total incomes This category is also 
of unpartance for the purpose of certain transactions men- 
tioned in sections 42(2) and 44D but is of no importance 
for any other purpose The Taxation Enquiry G-ommission 
considered the question whether the category of not 
ordinarily resident persons’* should be continued for the 
purpose of assessment, and expressed the view that there 
was no justification for continuing the exemptions given 
to this category of cases any longer We are in entire agree- 
ment with the view expressed by the Taxation Enquiry 
Commission Our pnmaiy recommendation is, therefore, 
that this category should be abolished If however, the 
Government wishes to continue the exemptions, we woulfl 
prefer to put m Chapter III the items which are to b* 
excluded from the total income in the case of persons not 
ordinarily resident’ We would also mention the other ha 
bilities of persons not ordinarily resident at the appropriate 
place We have not therefore, referred to persons mot otdi 
narily resident’ m the section “Scope of total income" 
We would like the basis of charge to be determined oftlj 
with reference to one question, namely, whether the per 
son is resident in India or not resident m India 

The definition of “ordinary residence” in section 4B 
IS couched in a negative fonn, with the result that the 
section IS ambiguous in its import The view taken by thf 
Madras and Travancore-Cochin High Courts' js that resi- 
dence m India for less than nine years out of the precedicf 
ten Years is sulfiaent to make the assessee "not ordmanlj 
resident”, whereas the view taken by the Bombay High 
Court IS that m order to claim the status of "not ori 
nanly rwident” the requisite condition is that the assesses 
„ ■; Mia m nme out of the ten vean 

the relevant awounlmg year. Under 
the Madras view nonresidence m one of the iid luoe 
years would mahe the assessee "not ordinarily resid^t”, 

pages jS. 25 ^ ^ Report (igjj 1554), VoJ It, Chapter II, para » 
» App I 

Cief«or ^ ^ S’u><wn»!li* 

I T R. 463 W 1 1 R. 424 C I T (1955) *7 

•.Wt«,M«f.,rfv,C/r(,953j23lTR27 
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of Revenue has approved of the Madras view in some cases 
wliere the question arose for its consideration. If, contrary 
to our recommendation, the concept of ordinary residence 
is retained, it would be advisable to redraft the definition 
of “ordinary residence” so as to make it clear which of 
the two conflicting views is the one intended by the Legis- 
lature. 

-We would like to draw the attention of the Govern- 
ment to two provisions of the Income-tax Act which deserve 
to be deleted. The first is section 4(l)(b)(iii), taxing an 
assessee in respect of the remittances by him into India 
out of the income of past years (i.e., years prior to the rele- 
vant accounting year). Such a provision has only the effect 
of preventing capita] being brought into this country at a 
time when the country badly needs capital. It is true that 
the effect of this provision has been to a large extent 
counteracted down by the fourth and fifth provisos to 
section 4(1), which were inserted by the Indian Income-tax 
(Amendment) Act, 1953; but there is no reason why any tax 
on remittances out • of past year’s profits should be levied 
even in a modified form. To tax the aggregate of the ^ 
profits of the past twenty years as the profits of the year in 
which they are remitted into India is unjustifiable on prin- 
ciple, apart from the fact that, as noted above, it results in 
capital being kept out of the country. 

Another provision which we regard as still less sup- 
portable is section 4(1), Explanation 4, which rftakes an 
assessee liable to tax if he moves his past profits from one 
part of India into another, that is, from the erstwhile merged 
territories or Part B States, into another part of the coun- 
try. India is one country and it is wrong on principle to 
tax the movement -of money from one part of the country 
to another. Besides, a fairly long period has already elaps- 
ed since the integration of the former native States into 
the Republic of India, and it would be anachronistic to re- 
tain any longer provisions which were appropriate at a 
time when the political map of India was different from 
what it is today. 

We recommend that these two provisions, namely, sec- 
tion 4(l)(b)(iii) and section 4(1), Explanation 4, should be 
deleted. (We have not, however, given effect to this recom- 
mendation in the draft clauses in Appendix T, since this 
would affect the tax structure). 

23. The exemptions in the Act are of several kinds. Chapter tii 
Some incomes are not liable to inclusion in the total in- income whi- 
come. Some incomes are liable to inclusion in the fotal fom, rt”°f 
income but are not liable to. pay any tax’. It was felt that the 
this distinction should be brought out prominently by income, 
‘grouping together provisions pertaining to these two cate- 
gories separately and putting them in different Chapters. 

Incomes which under the provisions of the Act, are not 
to be included in the total income have been put together 
in Chapter III. 


* Sea section i6 (l) (a). 
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24 A few of the exemptions notified under section ^ 
under which the income is to be excluded from the total 
income, have been mentioned here , as it was felt that 
such important notifications should be prommenlly brougM 
to the notice of the tax payer, eg. income of a Univcreity 
or other educational institution, scholarships and others. 


The exemptions have, wherever possible, been classifi- 
ed into well-defined categories eg, non residents, foreign 
residents, interest and others 


25 The provision in existing section 4(1) 2nd Proviso 
for incomes accruing outside India whicn are to be exclud- 
ed from the total income of a person who is not ordinarily 
resident has been '’retained in the draft proposed by us 
If the Government accepts our primary recommendation, 
this provision* would have to be omitted 

The provision in section 4(3) (xjv), rclatmc to the 
exclusion of remuneration received by employees oi foreign 
enterprises is sought to be confinw to foreigners, since 
✓ there w no reason why the exemption should be enjoyed 
by Indian citizens* 


The provision m section 4(3) (xiva), relating to salary 
received by certain foreign tewnlcians Is sought to be 
slightly widened so as to cover salary received for work 
done before the actual commencement of business'. 

26 The provisions 'of section 4(3) (i) and (u) (income 
of religious and charitable trusts) have been the subject- 
matter of interpretation by various courts. It appears to 
us that the intention of the legislature Is not clear from 
the present lan^age of the i^t It also appears to us that 
the distinction between a trust and an institution has not 
been borne m mind m drafting section 4(3Ki) An institu- 
tion IS somethmg different from a trust A trust is not 
necessarily an mstituiion* 


27 In our opiiuon' the intention of the legislature in 
Iraming section 4(3)(i) was to exempt three categories of 
income — 


(i) Income from property held under trust for chari- 
table or religious purposes. 

(li) Income from business held under trust for relieious 
or chaniabfc purposes auhjtct to the condmons 
mentioned in proviso (b) to section 4(3)(i) 




Vuli rl»u»e i] (ij) and »f (a|), App I 
See para aa above 
Qause n (4) (iv) ^>p \ 

SeecUujr it (B) Ai^ l 
See clause 1 1 (9I App 1 

Mhtaler »/ A’atKno/ Kttnui -n True. - , 

• AER 149 * C ” e’ld Cuaran^s Ca 


10 clause Biajrbe perused ft 


a detailed esaminatjon of 
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(iii) Income from a business carried on on behalf of a 
religious or charitable institution, subject to- the 
conditions mentioned in proviso (b) to section 4 
(3)(i). 

28. It appears to us that in view of the decision of the 
Supreme Court* it will be difficult to exclude “business” 
from “property” which is the subject of a trust. But, it is 
also clear to our minds that income from business should 
be exempted only if the conditions mentioned in proviso 
(b) are fulfilled. We have, therefore, redrafted section 4 
(3)(i) to make this position clear*. 

29. We are of the opinion that the legislature intended 
also to exempt the income from a business carried on by 
a religious or charitable institution, if the conditions men- 
tioned in proviso (b) are satisfied. As the exemption of 
the income from a business carried on on behalf of a 
religious or charitable “institution” is not covered by the 
category of income from business held under “trust”, we 
have provided* for the exemption of such income of a 
religious or charitable institution. 

Chapter IV 

30. As stated above*, the provisions regarding computa- 
tion of total income, computation of income under various 
heads, and other matters are containd in Chapter III of 
the present Act -along with other provisions pertaining 
to exemptions and other matters. We consider that the 
provisions pe^taining_ to the computation of income under 
each head specified in section 6 should all be grouped to- 
gether xmder the Chapter “Computation of total income”. 


Though there are separate modes of computation un- 
. der each head, we find a basic scheme underlying the 
method of computation under all the heads. The Act first 
provides for different categories of income being assessed 
under different heads of income. There is, then, a provi- 
sion for deducting from the gross income under each 
head expenditure incurred for earning that income. There 
is, again, a provision which prohibits certain deductions in 
computing the income under that head. Having regard to 
this basic scheme of the Act, we have provided under each 
head a section which deals with the categories of income 
or the nature of income which is assessable under that 
particular head, e.g., under salaries, property, and business. 
Deductions to be allowed or not in computing the income 
under each head are separately pro-vided. The sections per- 
taining to a head of income are grouped' under sub-titles, 
for example. A— Salaries, B— Interest on Securities, C— In- 
come from house property and so on. 

* J. K. Trust vs. Commissioner of Income-tax, (1957) 32 1 . T. R. 535 (S.G.). 

* See clauses 12 (2) and 12 (4), App. I. 

® See clause 12 (^, App. I. 
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Income from 40 The provisions pertaining to ihe computation of 
mbet sources, Other sources have now been put after the 

provisions pertaining to the computation of all other 
incomes including capital gams The section is thus a resi- 
duary section for computing the mcotne from all sources 
for which no provision has been made earlier 

We would like to draw the attention of the Govern- 
ment to the fact that the present system of taxing divi- 
dends creates a good deal of difficulty At present, com- 
panies are taxed at a very heavy rafe under the annual 
Finance Act but, section 18(5) and 49B (1) of the Income- 
tax Act treat income-tax paid by companies as paid on 
behalf of the shareholders and allow the shareholders 
credit for the mcome tax paid by th^ company The tax 
to be so credited to the shareholder has to be arrived at 
after an elaborate computation under the process known 
as “grossing up” of dividends This process, dealt with 
in section 16(2) of the Income-tax Act, is a complex one 
Jlf’.wwi'er', d.’.fficy.U ifijestJcas oSiff/i •Sf^se in practice as to 
whether dividends are declared out of the taxable profits 
of the companies or not since money has no ear mark and 
it IS not easy in practice to identify the fund out of which 
a dividend has been declared This difficulty has been 
accentuated after the substitution of the present rule 14 oi 
the Income-tax rules prescribing the new form of certifi- 
cate to be furnished by the company to the shareholder 
along with the dividend warrant It would make the law 
much simpler and easier to administer if at least public 
companies are taxed at a very low rate and the share- 
holders are taxed at the normal ratbs without any credit 
being given to them for the tax pajd by the companies 
We have not made any changes on this point in the draft 
clauses in Appendix I, since any such change would affect 
the tax structure . but we feel that the Government 
should consider the simplification of the law on this point 
The notes to the relevant draft claust may also be perused 
in this connection 


Ciapter V 41 Income which belongs to other persons is in cer- 
incomes of tain circumslanccs liable to inclusion in toe total income 
of the assessee, eg, under sections 16 (l)(c) and 16(3) 
JhESe have been gtM^d together this Chapter The 
total u.come language of section 16(1) (c) leads to some confusion The 
provisions pertaining to settlement of income and trans- 
fer of property have therefore been separately dealt with 

Chaptn w ^ .P' rnethod of compntatior, of the total income. 

Assitgri on “ic method of computing the loss and the right to carry 
loss to later^rs all pertain to the compu- 

SJyrlfrrf Sf'rL™ 'a* head 

of7,«u S' separatory o^Pulod All these provisions have 
therefore, been grouped together in this Chapter 

Under section 24 as it stands at present a lo .;<5 imdpr 
a head other than capital gams is s« off also asaSst a 
loss under the head “Capital gains”. Since the rate of 
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tax in the case of capital gains is lower than the rate for 
other heads, this provision for the compulsory set off of 
other losses against capital gains is unfair to the assessee. 

The benefit which he derives from' the set off is smaller 
than what he would have derived if the loss were set off 
against other income. We have, therefore altered the pro- 
vision' by barring the set off of a loss under any head 
(other than capital gains) against income under _ capital 
gains, so that for the purposes of set off, capital gains now 
becomes a completely independent category. 

43. The second proviso to section 24(1) does not bring 
out clearly the intention of the legislature. We have now 
put the proviso in the form of an independent section" so 
as to leave no doubt as to its meaning. The provisions 
pertaining to set off and carry forward of the losses of 
registered and unregistered firms in the assessment of the 
firms and their partners have also been put in separate 
sections’. 

44. It is now well settled by a series of decisions’’ that 
a cash credit whose nature and source have net been ex- 
plained is to be treated as the income of the year in which 
it occurs. There are similar decisions’ regarding invest- 
ments whose nature and source are not explained. -These 
decisions have been codified in two sections' of this 
Chapter. 

45 . As stated at the outset, the present Act does not Chapter Vil 

make a clear distinction between the three categori.es 
exemptions: income-tax 

(i) Incomes which do not form part of the total in- 
come and are altogether excluded from compu- 
tation ; 

(ii) Incomes which form part of the total income, but 
which are exempt from tax ; 

(iii) Expenditure incurred by an assessee, on which 
an abatement is given. 

The present Act uses the words “the tax shall not be 
payable” in respect of all the three categories ; e.g . — 

(a) Any sum received by a member of a Hindu Undivi- 
ded Family as a member of such family — S. 14(1). 

(b) The taxed share of a partner of an Unregistered 
Firm— S. 14(2) (a). 

(c) Payments made to effect insurance on the life of 
the assessee or on the life of a wife or husband 
of the assessee — S. T5(l). 


’ Vide clauses 37(i)ad75(i), App. I. 

* See clauses 78 (i) and 76 (i), App. I. 

’ See clauses 76 to 79, App. T. 

* See clause 70, App. T. and the rio'es thereto. 
® See clause 71, App. ’. and the notes thereto. 
' Clauses 70-71, App. I. 
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46 It would te jnappropnate to use the same 
\r respect of the three categones We consider that 
the expression ' tax shall not be payable by an 
assesses is inaccurate ra respect of expenditu’-e in- 
curred by the assesses, as sudi expenditure is not part oi 
his income'' We have, therefore, separated these three 
categories and put them onto three different Chapters 
We have already dealt with the first category in the 
Chapter’ in which all the exclusions from total mcome 
ha\e been gathered together The incomes which are in- 
cluded m the total income but exempt from income-tax 
have been gathered together in this Chapter The prt>- 
Msions of the Act which allow a rebate m respect of expen- 
diture incurred by the assessee, e g , sections 15(1), 15B 
etc have been grouped together m the Chapter’ headed 
'Rebates and reliefs" 

47 In respect of several of the incomes referred to m 
the Chapter under discussion the exemption is confined 
to income-tax and is not applicable to super-tax To avoid 
contusion the expression * income-tax shall not be payable 
has been used m this Chapter The exemptions applicable 
to super-tax have been specifically mentioned, in the Chap- 
ter relating to Super-tax* 

48 In view of the present scheme of taxation (under 
the Finance Act, 1958) under which no deduction is allow 
ed for earned income we consider it unnecessary to con- 
tinue section 15A in the Act We have therefore omitted 
the latter part of section 15A, leaving it to the Govemmen* 
to omit its earlier part also 

49 We have discussed above’ the unsuitability of the 
* present lan^age m regard to abatement of tax on expen- 
diture by the assessee We have made the necessary ver- 
bal changes 

50 This Chapter provides for a deduction, from the 
income-tax payable on the total mcome, of an amount 
e^ual to the income-tax calculated at the average rate of 
mcome tax on the amounts on which the assessee is en- 
titled to a rebate, for example life insurance premia, and 
contributions to Provident Fund The language of this 
Chapter has been borrowed from the U K and Ceylon 
Acts’ 


We have slightly widened' the provision in section 
60(2) (relating to power of the Central Government to 
grant appropriate relief where salary is paid in arrears 
and other matters), so as to cover “perquisites ’ also The 
power will thus be available where a perquisite enjoyed 
jn the form of cadi is paid in arrears 


‘ Ch»pi--n ’I , vn »nd Vilf. App T 
' Ch»pifr Appi 1 
‘ Chapt<T V II App T 
' Chap er XI App I 


I idt para^ph 45 snd 46 aliove 
UK r„coo 


ibe InOMn^lu OHmance 
* S« datisr go App I 


Incoine-tax Act, 1952, and 1 


14(b) of 
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51. The provisions of the Act which pertain to double Chapter TX 
taxation relief have been gathered together in this Chapter. ® 

• Rehef. 

52. This Chapter deals with the provisions against Chapter x 
avoidance of tax by means of transactions with non-resi- roy‘s-on . 
dents and by dealings in securities-cuTn-dividendg and in dince ofT^.' 
other ways. We have also dealt in this Chapter with the 
provision pertaining to avoidance of tax in the hands of 

a resident principal. 

53. As regards transactions in securities the present 
law (section 44^’) deems the interest to accrue de die in 
diem. As a tax avoidance provision it would be very ap- 
propriate to tax the interest wholly in the hands of the 
person transferring the securities before the due date of 
maturity. We have altered the provision' accordingly. 

54. The provisions pertaining to super-tax are contain- Chapter xi 
ed in Chapter IX of the Act. There are a few other pro- Super-tax. 
visions not included in that Chapter which pertain to super- 
tax, e.g., section 23A which provides for the levy of addi- 
tional super-tax in the case of Certain companies. All the 
provisions relating to super-tax have been brought toge- 
ther in this Chapter. In regard to super-tax, the basic pro- 
vision that the total income for super-tax shall be the 

same as the total income for income-tax has been retained', 
but the provisions which exclude certain incomes from 
computation of the total income have been made into se- . 
parate sections’. 

In connection with section 23A, we may draw atten- 
tion to the latest pronouncement of the Privy Council*, 
on an identical provision of a foreign statute. It decides 
that if having regard to the smallness of profits or past 
losses or any other relevant factor or circumstances the 
payment of a dividend or a large dividend than that declar- 
ed would be unreasonable, no order should be passed un- 
der section 23A. We have not made any change in the 
existing section on this point ; but we think that the 
Income-tax Officer should not pass an order under section 
23A where the declaration of a dividend or a larger divi- 
dend would be unreasonable on account of current busi- 
ness requirements. 

We may also draw the attention to the inconsistency 
inherent in the present provisions relating to tax on dis- 
tributed and undistributed profits. Section 23A of the 
Income-tax Act taxes undistributed profits, while the pro- 
vision usually inserted in the annual Finance Act has the 
effect of increasing the tax on excessive distribution of 
profits. This inconsistency must be removed. A detailed 

1 Vide clause 97 (3), App. T. 

® Vide clause 99, App. I. 

* Vide clauses 104 to io8, App. T. 

* C.I.T. vs Williamson Diamonds Ltd., 1958 A.C. 41 (P.C.). 
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discussion of the subject appears in the notes to the rele- 
vant draft clause We have, of course, not made any 
change in the existing section on tnis point , but we re- 
commend that the Government should take steps as mdica- 
tei 


55 We have placed under a separate group provisions 
relating to rebate on super-tax on certam types of exp^- 
diture or reliefs m respect of certam mcomes as m the 
case of newly established industrial undertakings*. The 
Act IS not clear as to whether certam mcomes exempted 
from super-tax are to be included m the total incomes for 
purposes of rate or are to be excluded altogether, for 
example, the exemption [in section 14(3)] m respect of ct^ 
operative societies In our draft we MVe borne m mmd 
the distmction between an item which is excluded from 
the total income’ and an item on wluch only a relief is 
applicable at the average tale of super-tax*. 


^pter xti 56 In this Chapter we have dealt with cases which 
in covered by the normal rules regarding the com- 

reta n jpe" putation of total income or the rate of tax applicable there- 
cuicaaea to The topics dealt with here include tbe computation 
of tax for income comprising exempt incomes, liability in 
resoect of compensation payable, the rate of mcome-tax 
and super tax applicable to non-residents, the mode of 
computation of income-tax on capital gams, and so os 
We have made it dear* that is the case of compensation 
payable to and received by a registered firm, the special 
mode of computation mentioned m the Act applies to the 
partners The position is not dear m the Act. 

57 In respect of capital gams the provisions of the 
present Act are not easily intelligible, and vie have there- 
fore clarified the position by expressing the computation 
of tax on capital gams m the form of a mathematical for- 
mula* 


58 The provisions pertainmg to income-tax authori- 
ties and procedure are at present contained mainly m 
Chapters II IIA IV. V and V-A All these provisions have 
been brought together, with section W which pertai^ to 
the place of assessment and section 54 which pertains to 
disclosure of information by public servants These pro- 
visions have been divided into the following Chapters* 


(i) Income-tax authonhes (Chapter XHI) 

(b) Procedure for assessment (Chapter XIV). 


> S<re cUuses (09 to ii3, App I 

‘ ContTWclsuvs 104-108,^1 the one hand, w.th dsutw too to tr*. 00 
the other, in App I * ^ ’ 

* 1 tJt clause nj (a), App I 
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. (iii) Liability in special cases (Chapter XV). 

(iv) Special provisions applicable to firms (Chapter 
XVI). 

(v) Special provisions applicable to companies (Chap- 
ter XVII). 

(vi) Collection and recovery of tax (Chapter XVIII). 

(vii) Tax deemed to have been paid on dividends 
(Chapter XIX). 

(viii) Refunds (Chapter XX). 

(ix) Appeals and Revisions (Chapter XXI). 

(x) Penalties imposable by income-tax authorities 
(Chapter XXII). 

(xi) Offences and prosecutions (Chapter XXIII). 

, (xii) Recognised provident funds (Chapter XXTV). 

(xiii) Approved superannuation funds (Chapter XXV). 

(xiv) Miscellaneous (Chapter XXVI). 

59. The provisions pertaining to Income-tax authori- chapter xiTl 
ties ^re contained in sections 5, 54 and 64 of the present income-tax 
Act. The provisions contained in sections 37, 38 and 39 amhorities. 
pertain to the powers of Income-tax authorities. We have, 
therefore, grouped all these sections in this Chapter. 

The present classification of these provisions is not 
very happy. We have, therefore, classified the provisions 
pertaining to Income-tax authorities as under: 

(a) Appointment and control, 

(b) Jurisdiction. 

(c) Powers, and 

(d) Disclosure of information. 

60. Effect has been given to the obseivation of the 
Supreme Court in a recent case' by providing that the as- 
sessee should be given an opportunity, wherever possible, 
of being heard before a case is transferred from one Income- 
tax authority to another; 

There is at present no provision in the Act as to the 
Income-tax authority who should take proceedings where 
there has been a transfer of the case from one Income-tax 
authority to another. A doubt has been expressed as to 
which Commissioner is to exercise jurisdiction when a 
case has been transferred from an Income-tax Officer under 
the jurisdiction of one Commissioner to an Income-tax 
Officer under the jurisdiction of another Commissioner. 

We have provided specifically for such cases by inserting 
a new section on the subject'. The new provision will also 

^ Pannalal BinJraJ , and others vs. Union of India (1957), 31 I.T.R. 565, 589, 

A.r.R. (1957) S.G. 397, 410. 

® See clause 134, App. I. 
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meet cases of transfer of a case from one Incom^tax Offi- 
cer to another A few minor changes made m the vanous 
sections have been indicated m the Notes on clauses 

An important addtion to the provision relating to di^ 
closure m section 54 (3) is the new provision’ enabling me 
Income tax Officer to disclose the substance of the parti- 
culars on which he relies (for the purpose of an asse^- 
mentl to the assessee without, of course, disclosing me 
name of the person to whom the particulars pertain This 
lb intended to give effect to the decision of the Supreme 
Court in the case of Df^eshioon Cotton Mills Ltd One 
other provision added to this section* enables the Income- 
tax authority to disclose the facts necessa^ for the pur- 
pose of enabling an officer of the Central Government to 
levy or realise any tax imposed by it 

A provision has also been added' authorising the dis- 
closure to civil courts of certain documents (like balance- 
sheets, profit and loss accounts etc ) prepared by companies 
under the Companies Act, or documents of which copies 
can be obtained under the Registration Act As none of 
these are pnvate documents, there is no harm m permitting 
their disclosure in cases where the documents are relevant 
in a proceeding before a civil court Similarly, we have also 
added a provision* authonsing the disclosure of accounts 
filed by the assessee before an Income-tax authority when 
the accounts are reguired by a civil court for the purposes 
of proceedings to which the assessee is a party. We do not 
see any reason why the mere fact that the accounts are 
lying with the Income-tax authorities should debar their 
production In court 

One important change which we have made concerning 
section 5 may also be noticed Section 5(8) provides that 
officers and persons employed in the execution of the Act 
shall observe the orders, instructions and directions issued 
by the Central Board of Revenue 

As some of the orders and instructions affect assessees 
in general, we have added a provision* to the effect that 
orders and instructions of a general nature should be 
published 

We have also added a clause providing for the return 
of documents produced by an assessee hefore. anv Income- 
tax authority ^ 


‘ See clause 141 {3) (c),Aj^ I 

• U954I aSITR 775 

• Cause 141 (3) („), App 1 

‘ aaosei 141(3) (t) („) and (lu), App 1 

• Clause 141(3) ( 0 ( 0 , App 1 

‘ Clause 130 (i), and Prwao, App 1 

’ See clause 136 {4), An» I 
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61. In view of the fact that we have recommended the 
^ abolition of the Appellate Tribunal, the provisions pertain- 
ing to the Appellate Tribunal have been omitted from this 
Chapter. 

62. The provisions pertaining to procedure for assess- chapter xiv 

ment have been gathered together in this Chapter. Procedure 

for assess- 

The Chapter has been divided into sections so as to “^nt. 
bring out clearly and prominently the various stages of an 
assessment. The principal changes made by us in respect 
of these provisions are given below : — 

(1) The date by which the voluntary return is to be 
filed has been fixed as the 30th day of June*. 

(2) A primary obligation to make a return of income 
has been imposed" without the necessity of a general notice 
as under the existing section 22(1). 

(3) The provision has been extended to representative 
assessees, e.g., agents of non-residents, trustees' and others. 

(4) The person who is to sign the return is mentioned 
at present in a footnote to the form of return of income. 

We consider that this provision is so important that it 
should be embodied as a part of the Act itself. We have, ac- 
cordingly, added a section on the subject." We have 
made special provisions for the signing of returns in the 
ease of mentally incapacitated persons, minors and persons 
absent from India. 

(5) The criteria for making a “best judgment assess- 
ment” have been specifically mentioned." 

(6) The provisions which are now contained in section 
13 have been transferred to this Chapter. The provision 
has been so drafted" as to avoid any conflict between sec- 
tions 13 and 23. It has been made clear that section 13 
applies only where the accounts are correct and complete. 

Section 23(4) will apply to cases where the accounts pro- 
duced are not^ correct or are not complete. 

(7) The Act — section 34(1), 1st Proviso, (ii) enables with 
the" permission of the Central Board of Revenue, the re- 
opening of assessments without limit of time in cases where 
the aggregate income which has escaped assessment is over 
Rs. 1,00,000. We consider that hi most of the cases there 
should be some finality as to an assessment after the lapse 
of a certain period of time. While protecting the interests 
or revenue by providing" that where income which has 
escaped assessment in a particular year is over Rs. 50.000 


^ See clause 143 (i), App. I. 

° See clause 144, App. I. 

“ See clauses 148, 149, App. I. 

* See clause 150, App, I, 

° See clause 155 (1) (-a) (i), App. I 



the proceedings can >>= rn'ldl othe? CMCS 

n have provided ^or a liMt of 16 y ^ ^,^2^55 

uhicbarenow covered by section ^(l){a) 1st pr^ 

(u) We would further recommend that even 

income escaping assessment in a particm r > -.^ecement 

Rs 50 000 toshonld be ° SSSSent 

after the lapse of 16 years from the end ot 

year concerned. This last recommendation has not 

embodied in Aopendut 1 ^ 

(8) In the case of Parashar vs 

the kmbay High Court held that °i <,^0 the 

34(3) are invalid to the extent to ''bich they 
assessment of a person other than the asscssee 
fifed Without limit of time We have now provided th^l 
the person whose alleged income is included in 
men? of the assessee should be given °P^’^ThtsWvill 
being heard before the assessment is completed. This w 
cure the mvalidity of the provision 

(9) At present there is no limc-limit /or the 

of an assessment made under section We 

that the proceedings for such assessments should not go on 

indehnitely We have accordingly provid^ for a um^ 

limit of four years for the completion of the 

The time limit wiU run from the end of the assessment year 

m whi^ the notice under section 34 is issued 

Similarly, v.e have provided* a time-limit of (o^r 
in a case where a notice is issued under section 28(3) reao 
with section 28(l)(c) (t«, notice for the imposition of a 
penalty where the assessee has concealed the particular oi 
his income or deliberately furnished inaccurate particuiarei 
Under section 34(3) there is no time*limit for the comple- 
tion of suA assessments 

(10) Section 35 has been split into two sections The 
rectification of mistakes, strictly so called, is put m one 
section Several rectifications which are permitted under 
section 35 are deemed to be mistakes apparent on the face 
of the record All such deeming provisions have been 
gathered together in another section 

Ollier XV 63 All the provisions of the Act dealing with liability 
m speaal cases have been gathered together m this Chapter 

The following topics have been dealt with in this 
Chapter — 

Legal representatives. 

Representative assessees (le persons liable as trustees 
guardians managers agents of non residents etc), 

Executors, 

1 Sf« cUujc 155 (1) (a) (i ) App r 

* (19o6)29lTR 857 (Bcrmbay H C.) 

' V lie clause i6a Ej^ 3 App I 

* 1 lie clause 160(2) (a) App I 

* Cause 160(1) (b), App I 
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Succession and partition; 

Shipping business of non-residents; 

Persons leaving India; 

Discontinuance of business etc., or dissolution of asso- 
ciation; 

Royalties; 

Liability of State Governments. 

64:. The principal changes made in respect of these pro- 
visions are as under : — 

(i) The provision relating to legal representatives has 
been made more elaborate’ so as to cover all possible situa- 
tions. 

(ii) A new expression has been coined^ namely “repre- 
sentative assessee”, to cover all cases where a person is 
made responsible in an assessment for the income of ano- 
ther person under sections 40, 41 or 42 (as trustee, guardian, 
Administrator-General, Court of Wards, receiver, agent of 
non-resident and otherwise). This scheme has been adopted 
from the South African Act.’ The adoption of this scheme 
has made for a considerable simplification in drafting. 

(iii) A new provision’ has been inserted to make the 
representative assessee personally liable where he disposes 
of or parts with the assets in his possession after the tax 
has become payable. 

Under the Act, a person liable as a representative 
assessee (particularly a guardian, trustee, or manager) can 
be assessed either under the special provisions applicable 
in such cases (sections 40, 41 and otherwise) or under the 
normal charging provision in section 3. We feel, ^however, 
that such persons should not be chargeable under section 3 
when there are special provisions applicable to them; We 
have, accordingly, added a provision’ -for the purpose. 

The position regarding the rate of tax applicable to 
income received by a trustee in cases where the shares of 
the beneficiaries are unknown or where the income is not 
received on behalf of a particular beneficiary, has been 
slightly amended' so as to provide that the tax on such 
income in the hands of the trustee and otherwise will be 
at the rate applicable to an association of persons; a provi- 
sion* has, however, been added to the effect that where the 
income is actually received by the beneficiary, the Income- 
tax Officer has the discretion to tax at the rate applicable 

^ Vide clause i68, App. I. 

• Vide clauses 169-177, App. I. 

^ See sections 69-75, South African Income-tax Act, 1941. 

* Clause 172, App. I. 

' Clause 170 (3), App. I. 

® Vide clause 174 (a), App. I. 
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to the beneiicjary We ieel that the existing provision in 
section 41(1), 1st proviso, authorising the levy of Ux at Uie 
maximum rate (m cases where the beneficia*^ has other 
income) is not fair Tlie sheer accident that a beneiiciary 
has income from other sources, should not be a ground for 
taxing him at the maximum rate 

(iv) There is at present no provision in the Act for the 
assessment of executors We have inserted a new provmon 
for the assessment of executors, based on the corresponding 
provision of the Ceylon Act 

(v) The provisions of section 25A, it is now w ell settled, 
apply only to cases of total partition of the family 

IS no provision in the Act as to the enquiries to be made 
and the procedure to be adopted in the case of partial parti- 
tion of a Hmdu undivided family We think that some 
provision on the subject is desirable We have therefore 
amplified the section so as to cover cases of partial partition 
of Hmdu undivided families* 


(vi) It has been made clear* that the rate at which a 
State Goycrnmcnt is to pay the tax on its tax free secunties 
should be laid dowm by the Finance Act 


C2i»pe XVI 
Special pto 
» • «ms »p. 
cable to 


65 All the provisions of the Act applicable to firms have 
been gathered together in this Chapter This will enable 
the partners and others to ascerts^ the law from one 
Chapter instead of searching for provisions dispersed all 
over the Act 


Tne principal changes made m this Chapter are given 
below I 


(1) The provisions contained at present in the Rules 
regarding the registration and cancellation of registration of 
firms, have been incorporated m the Act 

(2) The provision for fresh application for registration 
eveiy jear has been deleted, as it entails hardship A 
declaration that there has been no change in the constitu- 
tion of the firm will suffice* 

(3) There was some difficulty m determining when 

there is a change m the constitution of a firm and when 
there is a^ccession The speafie circumstances which re- 
d constitution of a firm have now been 


noticed that Income-tax Officers reject 
>^g>stration on the ground of techmeal 
of partnership For example, 
where the partners of firo A and firm B form a bigger firm— 


* CUu$e 17B, App I 

* See clause 181 App I 

* clause 188 App I 

* See clause ifliflbApp 1 
‘ See clause 1^, App I 
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firm C, the registration .of firm C is refused if the instru- 
ment of partnership of firm C does not itself specify the in- 
dividual shares of the partners, but merely mentions the 
constituent firms as the partners. In such cases, the shares 
of the partners in firm C, we feel, should be ascertained 
with the help of the instruments of partnership relating to 
firms A and B. We have, therefore, .proposed a change in 
section 26A, so that in considering the application for regis- 
tration, the Income-tax Officer will be required to have 
regard to the instruments of partnership of the connected 
firms also. 

(5) A clause enumerating all other provisions rele- 
vant to firms has been added. 

The provision ior registration of firms (section 26A and 
the rules made thereunder) has worked great hardsffip in 
practice. Practical experience of the working of the Act 
shows that the department is astute to find technical defects 
on the strength of which registration may be refused. Such 
refusal can obviously work enormous hardship, since the 
result of such refusal would be that tax would be attracted 
at a much higher rate in most cases than if the income were 
apportioned among the various partners and taxed separate- 
ly in their hands. The reports of income-tax cases afford 
many illustrations of how even genuine firms have been 
refused registration merely because of some technical defect. 

We have tried to alleviate the hardship by liberalising the 
provisions to some extent, as indicated above. But we feel 
that if the provision for registration is at all to be retained, 
there should be a complete change in the approach of the 
income-tax authorities, and the provision should not be 
administered in a hyper-technical spirit, as is done at 
present. If the law is not administered in a liberal and 
reasonable spirit, the old adage “the letter killeth” would 
fully apply. 

We would also like to draw the attention of the Gov- Double laxa- 
emment to another provision relating to firms which we tion of rcgis 
feel is totally unjust. We are referring to section 23(5)(a)(i) teredfimw. 
of the Act, which provides for the le\'y of tax on registered 
firms in addition to the tax levied on the individual partners 
of registered firms. This is the least defensible pro\dsion 
of the present income-tax law. Prior to the amendments 
m.ade by the Finance Act, 1956, a registered firm did not 
pay any tax itself, but each partner’s share of the firm’s 
profits was added to his other income and the tax payable 
by each partner on the basis of his total income (including 
his share of the firm’s profits) was determined and the levy 
was made on the partners individually. Thus, there was 
no double taxation. But after the amendment made by the . 

Finance Act, 1956, (see paragraph D of the First Schedule 
to that Act for the rates of tax), income-tax is now assessable 
on a re^stered firm, and the partners of the registered firm 
are again liable to be charged in their individual assess- 
ments to both income-tax and super-tax in respect of their 



shares of the firm s profits There is thus double taxation 
in the case of a registered firm so far as income tax is 
concerned (though not as regards super tax) 
tial relief against such double taxation is affordea oy 
section 14(2)(aa) This provision for double taxation is 
without precedent so far as we have been able to gather 
in the history of income-tax legislation either in this coun 
try or in the other countries whose laws we have examine 
To assess a firm in respect of its profits and to assess the 
individual partners again m respect of their shares of the 
firm s profits is virtually double assessment on the same 
individuals in respect of the same income This type of 
legislation cannot be supported on any considerations ox 
justice or fairness or any sound principle of taxation It 
would work as a dangerous precedent We appreciate that 
it IS a matter of legislative policy how high the incidence 
of taxation should be but there is no reason why reswt 
should be had to pure and simple double taxation on the 
same individuals in respect of the same income under the 
same Act as a mode M raising ihe revenue As alteration 
in the tax structure is not within the scope of our proposals 
we have not made any change on this point m the draft 
clause m Appendix I But we strongly recommend that 
this provision [the system of taxing a registered firm under 
section 23(5)(aKi) read with the annual Finance Act] should 
be abolished 

Chiperxvir 66 We felt that it would be useful to enumerate in 
P^^ce all the provisions of the Act which pertain to 
pi* ihie **o conipanies The provisions themselves have been put m the 
coaipam<« relevant places eg residence has been put m the Chai>- 
ter on Basis of charge the additional super tax payable 
by a company has been put in the Chapter on super tax and 
so on But all the provisions of the Act which pertain to 
the assessment of companies have been listed here for easy 
reference 

will" *rni provisions pertaining to collection and recovery 

icci on contained at present in Chapters IV and VI 

recovery of The provisions pertaining to deduction of tax and advance 
tat. payment of tax are re^ly provisions pertaining to recovery 

of tax Therefore the provisions pertaining to deduction 
advance payment of lax and recovery of tax have all been 
brought together m this Chapter 

68 The principal changes made In this Chapter are 
as under — 


(i) Some doubt was felt as to whether the provisions 
pertaining to deduction at source or advance payment of 
tax were valid in the absence of a charge of tax We have 
made it clear by adding suitable provisions that there is 
a charge for deduction of tax and advance payment of 


I l clause 199(1) read*™ b clause 3(a) App 1 
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We have also made it clear' that advance tax on divi- 
dends is confined to advance super-to-x. So far as income- 
tax is concerned, the question of advance payment does not 
arise in view of the provisions of section 16(2) read with 
section 18(5) and 49B. 

We have also made changes’ in the rate of interest in 
connection with advance tax and the date from which the 
interest is to run, so as to secure uniformity. The notes on 
the relevant clauses indicates in detail the changes made 
in this respect. 

(ii) In regard to the provisions for recovery of tax, 
the principal change made is that the provisions pertaining 
to the procedure for recovery of tax by the Collector to 
whom a certificate is issued have been incorporated in a 
separate Schedule to the Act, which will constitute a self- 
contained Code. In drafting this Schedule, we have exa- 
mined the provisions of the various Revenue Recovery 
Acts of the various States as also of the various Mimicipal 
Acts. The procedure to be followed by the Collector 
is not very clear and varies from State to State. This va- 
riance in procedure has been commented upon by the Su- 
-preme Court.’ Whatever the position may be in regard 

to recovery of tax levied by States, we consider that there 
should be a uniform procedure in regard to recovery of 
Central taxes. (See detailed discussions below under 
“Revenue Laws”.) 

(iii) Provision* has been made for an Income-tax Offi- 
cer to send a certificate to the Collector of any district 
in India in which the assessee possesses property or resides. 
At present, the Income-tax Officer can send a certificate 
only to the Collector of the district in which he functions, 
and where the certificate is to be sent to another Collector, 
the Collector to whom the certificate has been sent has to 
forv'^ard it to the other Collector. This procedure re- 
sults in delaying proceedings for recovery. 

(iv) It is the departmental practice and it is also con- 
venient from the point of view of assessees — ^that the power 
to grant pa 3 nnents in instalments should rest with the In- 
come-tax Officer, and that the power should continue even 
after the issue of a certificate to the Collector. We have 
inserted the necessary provisions on the subject’. 

(v) The scope of sections 46 (3) and 46(4), under which, 
in areas notified by the Commissioner, arrears can be rea- 
lised in the manner provided by the Municipal Act of the 
State, has been narrowed down. Of the various remedies 
provided by Municipal Acts, the power of distraint and 
sale is the only one that is really effective, and that has 


^ ndc clause 215(3), App. I. 

® See App. I, clauses 2si, Proviso and 224 for rate, and 223(1) for date. 

® PurshoUam Govindji Hold vs. Additional Collector of Bombay — (1955) 28 I. 
T R.891. 

*■ See clause 232, App. I. 

* See clauses 229(2) and 234(1), App. I. 
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besn speciBcally "^J.“t‘authonLd Vor”the^urpose 


able to any o“e adopted by the 


Several Mumc.pal AcU^lam prov.^^^^ to an 

plication being made ‘“.a Magfslrate will there- 

over the area and provide that the Mag bu-b 

upon collect the tax non payment of 

very of fines or P«>ae™tf Ae da'auUe' for no p y 
the tax These powers have in tact "ev^, 
and we think it unnecessary to retain them 


(VI) For expediting recovery, think that it would 
be desirable to have a Pt»y'a“"™a’=^ffi,?’lslodf there 
Officer to apply directly to a court (in whose c y 
IS money belonging to the assessce) to Pay^'A P ^“ay 
ney m its possession This will save ® p-iig^tor as 

with the necessity of proce^mg for 

at present We have accordingly inserted a provision 
the purpose 


(vu) On* more mode of recovery is Hiat U 

This is implied under the present law but v/e felt that « 
might be useful to make a specific mention of it m th 
Act and have mentioned it accordingly 


(vml At present one of the modes of recovery ts the 
imposition of'L penalty under section 46 (1) the atStaea^ 
penalty imposed not exce^ing the tax 
]ect of this provision is to prevent the assessee from utius 
ing money which belongs to Government without compen 
sating the Government by way of interest fw the aei y 
ed payment Under the present procedure 
may happen that while the penalty is imposed m one 
where payment is delayed it may not be ijjnposed 
another case where also payment is delayed it may 
also happen that in the case of a particular assess 
the penalty imposed under section 46 (1) is remitted 
appeal This we consider would lead to 
between assessees who are similarly situated The pro " 
Sion m the Australian Act in this behalf has appealed w 
us as being more eouitable We have therefore provide 
for interest at 10 per cent being payable by every assessee 
who is m default in respect of the amount outstanding 
from the date on which the amount falls due (We thinK 
that the rate of interest should be sufficiently high so as 
to induce assessees to make prompt payment of arrears ) 


‘ See da se 235(5) App I 

• DeU led d scmi on below under ihc head ‘Mun c pal laws may be seen 

* ltd{ clause 235(1) App 1 

♦ See clause 213 (b) App I 

* See clause 230 (1) App I 
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We have also provided' for the interest being waived in 
cases where the tax is paid within three months of the 
default. 

The corresponding provisions in the Canadian, U.K. 
and Australian Acts may be compared'. 

(ix) The position regarding the action to be taken 
for the- correction or cancellation of a recovery certificate 
issued by the Income-tax Officer to the Collector is very 
uncertain at present. If after the issue of a certificate 
some mistake is detected or the amount is reduced or in- 

^creased or the Income-tax Officer desires to withdraw the 
certificate for some reason, the action to be taken is not 
easily ascertainable from the Act. We have, therefore, ad- 
ded a provision’ to make the position clear. Under the pro- 
vision proposed by us, the assessee cannot challenge the 
correctness of a certificate before the Collector; but he will 
have the right to move the Income-tax Officer (who issued 
the certificate)' in appropriate cases. We have also provid- 
ed for an appeal against an order of an Income-tax Officer 
rejecting an application of the assessee raising objection to 
the certificate. 

(x) Regarding section 46 (5), which ’ confers on the 
Income-tax Officer a power to require the employer of an 
assessee to withhold the assessee’s salary and remit the 
amount to the Income-tax Officer towards payment of the 
assessee’s arrears, we feel that the power should not be 
a^t^ailable in respect of that portion of the salary which 
exempt from attachment under the Civil Procedure Code. 

We have changed the provision accordingly*. 

69. As regards recovery under revenue Laws, a detail- Revenue 
ed discussion of the position appears to be desirable. Sub- Laws, 
section (2) of section 46 contains the procedure to be fol- 
lowed by -the Collector after receipt of the certificate from 
the Income-tax Officer. The procedure is the same as that 
laid down for the recovery of arrears of land revenue in 
his State. 

The proviso to sub-section (2) of section 46 confers 
upon the Collector all the 'powers which a court under the 
Code of Civil Procedure, 1908, exercises for the purpose of 
recovery of an amount due under a decree. This, of course, 
is without prejudice to any other powers of the Collector 
in that behalf. 

[The provisions of sections 46 (3) and 46 (4) will be 
discussed later.] 


^ See clause 230 {2), App. T. 

® Cf. sec'ion 54, Canadian I. T. Act, 1948 {where the rate is P p. c.) and 
section 495, U.K.I.T. Act, 1952 (the ra»e be'ng 3 p. c.), and Section 270, 
Austral an Income-tax etc. Act, 1936-1953 (where the tats is lo p. c.}. 
’ Clause 233, App. I. 

* See clause 235 (2), App. T. 

3 — t Law Com. 58. 
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70 The po\^ers oi .S^J^afLtmn^of^land^revenu^ 
from the relating to the supplemented by the 

obtaining m the appropriate i^«e- vv procedure An 
lowers exercisable m the States 

examination of the bows that under these lav-s 

rwiowml tor reatouon of arrears of re.enue 

Ta) “'ra>nt aod sate of moveable property of the de- 

(b, “ehment and sale of tmmoveable property of 

(e,"r:ro%ropertybe.on,,nptothedef^^^^^^ 

and management thcreol, nn- 

(d) arrest and detention of the defaulter in 

All these modes of ‘*state°\hm''are ‘vanations 

Stales Further, in the same Smm. there “ ar. 

outside 

for the purpose of income-tax law, and they 

(i) attachment and sate or sate so 

^ any property (the word property __fy\ 

as to include moveable and immoveable property), 

(u) arrest and detention in prison, and 
(in) appointment of a receiver 

72 It will be seen by a companson of the modes avm^- 
able under the revenue Ians with those ‘meh the 

Procedure Code that the only additional 0°"" 

Code of Civil Procedure confers is thepower >0 oPK>“j 
a receiver in execution of a decree pie Code o 
Procedure lays down m Order XXI the procedure 
followed m respect of these modes Revenue « . 

States also lay down the detailed procedure to be loi o\ 
ed by the Collector for realising arrears of land revenue 

73 The revenue laws relevant are — 

(Owing to the distribution of States before and ^tef 
the S R C Act it has not been possible to atternpt a ciaw 
fication of these Acts on the basis of the States j 

now exist Some of these Acts apply in one or more oi 
The list IS also not exhaustive] , 

1 Madras City Land Revenue Act (XII of 1851), rea 
with the Madras City Land Revenue (Amena 
ment) Act (VI of 1867) 
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2. Madras Revenue Recovery Act (II of 1864). 

3. Bombay City Land Revenue Act (II of 1876). 

4. Bombay Land Revenue Code (V of 1879). 

5. Bengal Land — ^Revenue Sales Act (XI of 1859) read 

with the Bengal Land revenue Sales Act (VII of 
1868). 

6. Bengal Public Demands Recovery Act (III of 1913). 

7. Calcutta Land revenue Act (XXIII of 1850). 

8. Uttar Pradesh Zamindari Abolition and Land Re- 

forms Act, 1950 (I of 1951). 

9. Assam Land Revenue Regulation, 1886 (I of 1886). 

10. Bihar and Orissa Public Demands Recovery Act 

(IV of 1914). 

11. Punjab Land Revenue Act (XVII of 1887). 

12. Madhya Pradesh Land Revenue Code, 1954 (II of 

1955). 

13. Hyderabad Land Revenue Act (VIII of 1317 Fasli). 

14. Mysore Land Revenue Code, 1888 (IV of 1888). 

15. Madhya Bharat Revenue Administration and 

Ryotwari Land Revenue and Tenancy Act (66 of 
1950). 

16. Rajasthan Public Demands Recovery Act (V of 

1952). 

17. Rajasthan Land Revenue Act (XV of 1956). 

18. Travancore-Cochin Revenue Recovery Act (VII 

of 1951). 

19. Coorg Land and Revenue Regulation, 1899 (I of 

1899). 

20. Vindhya Pradesh Land Revenue and Tenancy Act 

1953 (III of 1955). 

74. The following analysis gives a summary of the re- 
medies available for realisation of arrears of revenue in 
each of the States : 

I. Madras Acts. 

1. Madras Revenue Recovery Act (II of 1864). 

(i) Distress and sale of moveable property. 

(ii) Attachment and sale of immoveable property or 
management of it. 

(iii) Arrest and detention. 



2 Madras City Land Revenue Act {XII of 1851) read 
with Madras City Land Revenue (Amendmem) 
Act (VI of 1867) 

(0 Distress and sale of moveable property 
(u) Attachment and sale of immoveable property 


II Bombay Acts 

1 Bombay Land Revenue Code (V of 1879) 

(i) Attachment and management of land 

(u) Forfeiture of the occupancy or alienated hold 
Ing 

(ill) Distress and sale of moveable property 
(iv) Sale of immoveable property 

(v) Arrest and imprisonment of the defaulter 

2 Bombay City Land Revenue Act (II of 1876) 

(i) Distress and sale of moveable property 

(ii) Attachment and sale of immoveable property 
(ill) Arrest and detention 

III Wers Bengal Act* 

1 Bengal Public Demands Recovery Act (HI of 1912) 
(i) Attachment and sale of moveable property 
(u) Attachment and sale or sale only of immoveable 
property 

(ui) Attachment of a decree 
( v) Anest and detention 

IV Bihar Acts 

1 Bihar and Onssa Public Demands Recovery Act 
(IV of 1914) 

(i) Attachment and sale of moveable property 

(u) Attachment and sale or sale alone of immove 
able property 

(ill) Arrest and Detention 

V Onssa Acts • 

1 Bihar and Onssa Public Demands Recovery Aci. 

(W of 1914) 

As in Bihar 

^ Reveiiu- Recovery Act (II ol 1864) As m 
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3. Central Provinces and Revenue Act (II of 1917). 

(i) Arrest and detention. 

(ii) Attachment and sale of moveable property. 

(iii) Attachment of estate, mahal or land and taking 
it under direct management. 

(iv) Transferring the share of land to another co- 
sharer. 

(v) Annuling the settlement of the estate, mahal or 
land. 

(vi) Selling estate, mahal or land. 

(vii) Attaching and selling other immoveable pro- 
perty. 

VI. Madhya Pradesh Acts. 

1. Madhya Pradesh Land Revenue Code, 1954 (II of 
1955). 

(i) Attachment and sale of moveable property. 

(ii) Attachment and sale of holding. 

(iii) Attachment and sale of other immoveable pro- 
perty. 

VII. Punjab Acts. 

1. Punjab Land Revenue Act (XVII of 1887). 

(i) Arrest and imprisonment. 

(ii) Distress and sale of moveable property. 

(iii) Transferring the holding. 

(iv) Attachment of the estate or holding. 

(v) Annulment of the assessment. 

(vi) Sale of the estate or holding. 

(vii) Proceeding against other immoveable property. 

VIII. Uttar Pradesh Acts. 

1. Uttar Pradesh Zamindari Aoolition and Land Re- 
forms Act. 1950 (I of 1951) Sections 58 to 188 
(chapters V to VIII) of the United Provinces Land 
Revenue Act, 1901 have been repealed by this 
Act. 

(i) Arrest and detention. 

(ii) Attachment and sale of moveable property. 

(iii) Attachment and sale of the holding. 

(iv) Attachment and sale of other immoveable pro- 
perty. 
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IX. Assam Acts 

1 Assam Land Revenue Regulation (1 of 1886) 

(i) Sale of moveables 

(u) Attachment of estate and management thereof 
(ill) Sale A estate 

(IV ) Annulment of settlement 

(V) Attachment and sale of other immoveable pro- 
perty 

X Mysore Acts 

1 Mysore Land Revenue Code 1888 (IV of 1888) 

(i) Forfeiture of the occupancy or alienated ho’d 
mg 

(u) Distraint and sale of moveable property 
(ill) Sale of immoveable property 
(iv) Arrest and imprisonment 
(\) Attachment of holding (consisting of entire vil- 
lages or shares of villages) and, managemen. 
thereof 

XI Madhya Bharat Acts. 

1 Madhya Bharat Revenue Administration and 

Man Land Revenue and Tenancy Act (66 of 1950) 

(i) Attachment and sale of moveable property 
(«i) Attachment and sale of immoveable 

(other than the land m respect of which the 
arrears have accrued) 

(ill) Attachment and sale of the land 

(iv) Taking the land uuder direct management oi 
letting it m farm 

XII Trauancore Cochin Acts 

1 Tra ancore-Cochm Revenue Recovery Act (VII o^ 
1951) ^ 

(i) Distraint and sale of moveable property 
(li) Attachment and sale of immoveable property 
Xllf Rajasthan Acts 

1 Rajasthan Land Revenue Act <15 of 1956) 

(i) Attachment and sale of moveable property 

(ii) Attachment of the land 

<in) Transfer of such attached land to a co-sharer 
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(iv) Sale of such attached land. 

(v) Sale of other immoveable property. 

2. Rajasthan Public Demands Recovery, Act (V of 
1952). 

The same modes as in the Rajasthan Land Revenue 
Act (15 of 1956). 

XIV. Hyderabad Acts. 

1. Hyderabad Land Revenue Act No. ATlH of 1317 F. 

(i) Distraint and sale of moveable property. 

(ii) Distraint and sale of immoveable property. 

(iii) Arrest and imprisonment. 

(iv) Forfeiture of the occupancy. 

(v) Temporary attachment of village or share of a 
village. 

XV. Vindhya Pradesh Acts. 

1. Vindhya Pradesh. Land Revenue and Tenancy Act,. 
1953 (III of 1955). 

(i) Attachment and sale of moveable property. 

(ii) Attachment and sale of the land in arrears. 

(iii) Attachment and sale of other land. 

(iv) Attachment and sale of other immoveable pro- 
perty. 

Xyi. Coorg Acts. 

1. Coorg Land and Revenue Regulation, 1899 (I of 1899). 

(i) Arrest and imprisonment. 

(ii) Distraint and sale of moveable property. 

(iii) Attachment and sale of immoveable property. 

75. The following revenue laws do not provide for 
arrest and detention of the defaulter in civil prison when 
the amount of revenue due is not paid — 

1. Calcutta Land Revenue Act (XXIII of 1850). 

2. Madras City Land Revenue Act (XJI of 1851) read 

with Madras City Land Revenue (Amendment) 
Act (VI of 1867). 

3. Assam Land Revenue Regulation, 1886 (I of 1886). 

4. Madhya Pradesh Land Revenue Code, 1954 (II of 

1955). ■ 

5. Madhya Bharat Revenue Administration and Ryot- 

wari Land Revenue and Tenancy Act (66 of 1950), 
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6 Ka 3 aslhan Land Revenae Act (15 of 1956) 

7 Travancore Codim Revenue Recovery Act (VH ot 

1951) 

8 Vindhya Pradesh Land Revenue and Tenancy Act, 

1953, (III of 1955) 

76 For the purpose of subsections (3) and 
lion 46 It IS aiso necessary to have an anal) sis of the laws 
obtaining in the various States for recovery of arreare or 
municipal tax or local rates An analysis of these Acts 
IS also given below — 

1 Bombay District Municipal Act (III of 1901) 

2 Bombay Municipal Corporation Act (III of 1888) 

3 Bombay Provincial Municipal Corporations Act 

(LIX of 1949) 

4 Bombay Municipal Boroughs Act (XVIII of 1925) 

5 Madras City Municipal Act (IV of 1919) 

6 Madras District Municipalities Act (V of 1920) 

7 Bengal Municipal Act (XV of 1932) 

8 Calcutta Municipal Act (XXXIII of 1951) 

9 Punjab Municipal Act (III of 1911) 

10 Onssa Municipal Act (XXIII of 1950) 

11 Bihar and Onssa Municipal Act (VII of 1922) 

12 Assam Municipal Act (I of 1923) 

13 United Provinces Municipalities Act (II of 1916) 

14 Central Provinces and Berar Municipalities Act (II 

of 1922) 

15 City of Nagpur Corporation Act 1948 (II of 1950) 

16 City of Jabbalpore Corporation Act 1948 (HI of 

1950) 

If Municipal Corporations Act (XXXVI of 

18 Hyderabad Municipal and Town Committees Act 

(XXVII of 1951) 

19 Bangalore City Municipal Corporation Act (LXIX 

of 1949) 

20 Mysore City MumapalUies Act (VII of 1933) 

21 Mysore Town MunicipaUlies Act (XXII of 1951) 

22 Rajasthan Town Municipalities Act (XXIII of 1951) 

23 Rewa State Municioalities Act 1946 

24 United Provinces District Boards Act (X of 1922) 
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25. Bombay Local Boards Act (VI of 1923). 

26. Madras District Boards Act (XIV of 1920). 

27. Rajasthan District Boards Act (II of 1954). 

28. Mysore Village Panchayats and District Boards Act 

(IV of 1952). 

29. Punjab District Boards Act (XX of 1883). 


77. The various remedies available under Municipal Remedies 
Acts are as follows ; forrecove^ 

of Munici- 

L West Bengal. ■ 

1. The Bengal Municipal Act (XV of 1932). 

(i) Distress and sale of moveable property. 


(ii) If unsuccessful in collecting the amount of arrear 
by the employment of the first mode, recovery 
may be made by certificate under the Bengal 
Public Demands Recovery Act (III of 1913). 


(iii) Instead of or in the case of failure to realise the 
amount by adopting the first two modes, the ar- 
rears may be recovered by bringing a suit in a 
court of competent jurisdiction against the person 
liable for the arrears. 


2. The Calcutta Municipal Act (XXXIII of 1951). 

(i) Distress and sale of moveable property. 

(ii) If unsuccessful by adopting the first mode, the 
arrears msy be recovered by a certificate under 
the Bengal Public Demands Recovery Act (III 
of 1913). 

(iii) Instead of or in the case of failure to realise the 
amount by adopting the first two modes, the ar- 
rears may be recovered by bringing a suit in a 
court of competent jurisdiction. 

(iv) If any tax (other than the consolidated rate) is 
due the Commissioner may either prosecute the 
defaulter or proceed to realise the amount by 
distraint and sale of the moveables. 


11. Madras. 

1. The Madras City Municipal Act (IV of 1919). 

(i) Distress and sale of the moveable property. 

(ii) If distraint or sufficient distraint is impracticable 
the defaulter is prosecuted before a Magistrate. 

(iii) If the defaulter has left India or cannot be found 
the amount may be recovered as if it were an 
arrear of land revenue. 
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2 The Madras Distnct Municipalities Act (V of 1920) 

(i) Distress and sale of moveable property 

(u) If distraint or sufficient distraint is impracticable 
the defaulter may be prosecuted before a Magis- 
trate 

(ill) If the defaulter has left India or cannot be found 
the amount may be recovered as if it were an 
arrear of land revenue 

3 The Madras District Boards Act (XIV of 1920). 

(I) Distraint and sale of moveable property 

(u) If distraint or sufficient distraint is impracticable 
the defaulter may be prosecuted before a Magis- 
trate 

III Bombay 

1 Bombay District Municipal Act (in of 1901) 

(i) Distress and sale of moveable property 
(u) Attachment and sale of immo\ cable property 

(ui) If the above mentioned powers have been sus- 
pended by the State Government, sums due may 
be recovered on application to a Magistrate (by 
distress and sale of moveable property within 
the limits of the jurisdiction of such Magis- 
trate) 

(iv) If the person liable for payment of any sum 
(other than octroi or toll) if residing outside the 
State or has not sufficient property m the State 
then the amount may be recovered as if it were 
an arrear of land revenue under the provisions 
of the Revenue Recovery Act, 1890 

2 The^Bombay Municipal Corporation Act (HI 

(i) Distress and sale of moveable property 

(ii) Attachment and sale of immoveable property 
(in) Suit m a court of competent jurisdiction 

^ Municipal Corporations Act 

(i) Distress and sale of moveable property 

(ii) Attachment and sale of immoveable property 
(in) Attachment of rent 

(iv) Suit in a court of competent jurisdiction 
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4. The Bombay Municipal Boroughs Act (XVIII of 

1925). 

(i) Distress and sale of moveable property. 

(ii) Attachment and sale of immoveable property. 

(iii) Recovery as arrears of land revenue (if the per- 
son liable is residing outside the State and has 
no property in the &ate). 

5. Bombay Local Boards Act (VI of 1923). 

(i) Distress and sale of moveable property. 

(ii) Application to a Magistrate for recovery (distress 
and sale of moveable property). 

rJ. Bihar. 

1. The Bihar and Orissa Municipal Act (VII of 1922). 

(i) Distress and sale of the moveable property. 

(ii) Recovery as a public demand payable to the 
Chairman under the Bihar and Orissa Public 
Demands Recovery Act (IV of 1914). 

(iii) Suit. _ 

V. Orissa. 

1. The Orissa Municipal Act (XXIII of 1950). 

(i) Distress and sale of the moveable property. 

(ii) As an arrear of land revenue. 

(iii) Suit. 

VI. Punjab. 

1. The Punjab Municipal Act (III of 1911). 

(i) Property tax may be recovered as an arrear of 

land revenue (without the power of arrest of 
the defaulter). 

(ii) Application'^to the Magistrate (by distress and 
sale of moveable property). 

2. The Punjab District Boards Act (XX of 1883). 

(i) Application to a Magistrate (by distress and sale 
of moveable property). 

(ii) As arrears of land revenue. 

VII. Uttar Pradesh. 

1. United Provinces Municipalities Act (II of 1916). 

(i) Distress and sale of moveable property. 

(ii) Bringing a suit in a court of competent jurisdic- 
tion. , 

2. United Provinces District Boards Act (X of 1922). 

(i) Distress and sale of moveable property. 

(ii) Bringing a suit in a Court of a competent juris- 
• diction. 

VIII. Assam. 

1. Assam Municipal Act (I of 1923). 

(i) Attachment and sale of moveable property. 



(h) Bringing a suit m a court of competent jurisdic- 
tion 


IK Madhya Pradesh 

1 The Central Provinces and Berar Municipalities Act 
(n of 1922) 

(0 Recovery on application to a Magistrate having 
jurisdiction (by distress and sale of moveable 
properly) 

( 11 ) Application to the Deputy Commissioner to 
cover arrears (of property tax only) as if they 
were an arrear of land revenue 


X Hyderabad. 

1 The Hyderabad Municipal Corporations Act (XXXVI 

of 1950) 

(i) Distraint and sale of moveable property 

(ii) Attachment and sale of immoveable property 
(in) Attachment of rent (for property tax only) 

(iv) Suit 

2 Hyderabad Municipal and Town Committees Act 

tXXVn of 1951) 

(i) Distress and sale of mo% eable property 
XI Mysore 

1 Mysore Town Municipalities Act {XXII of 1951) 

(i) Distress and sale of moveable property 

(ii) Prosecution before a Magistrate 

(iu) Application to a Magistrate (Distress and sale 
of moveable property) 

2 Mysore Village Panchayats and District Boards Act 

(IV of 1952) 

(i) Distraint and sale of moveable property 

(ii) Suit 

3 Mysore City Municipalities Act (VII of 1933) 

(i) Distress ^^nd sale of moveable property 

^ of Bangalore Municipal Corporation Act 

(LXrX of 1949) ^ 

(i) Distress and sale of the moveable property 

(ii) Prosecution before a Magistrate 

(ill) Recovery as an* arrear of land r venue (if the 
person liable has left Mysore and cannot be 
found) 
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Xll. Rajasthan. 

1. Rajasthan To-vvn Municipalities Act (XXIII of 1951). v 

(i) Distress and sale of moveable property. 

(ii) Application to a Magistrate (distress and sale of 
moveable property). 

2. Rajasthan District Boards Act (II of 1954). 

(i) Distress and sale of moveable property. 

(ii) Bringing a suit. 

XIIL Vindhya Pradesh. 

1. Rewa State Municipalities Act, 1946. 

(i) Distress and sale of moveable property. 

(ii) Bringing a suit. 

'^8. From the foregoing analysis it is clear that the re- 
medies available in the different States under the revenue 
laws are not uniform and the procedure also varies in some 
details. 

79. In Purshottam Govindji’s case' the Supreme Court Need for 
held that section 46(2) is valid and does not offend articles umTormity. 
21, 22 and 14 of the Constitution, Chandrasekhara Iyer J., 
though he agreed with the majority view, observed that 

.“for the enforcement of the levy of a Central -Tax like the 
income-tax there should be uniformity of procedure and 
identity of consequences from non-payment”. The learned 
Chief Justice in his judgment compared the provisions of 
different laws adopted by the different States for the reco- 
very of land revenue and observed that even in “the same 
State there were two procedures to which defaulting 
assessees could be subjectei^ according as they were in or 
outside the city of Bombay”. The learned Chief Justice 
also pointed out the variation in the terms of imprisonment 
provided in the State Acts and that in some State {e.g. 

Assam) there was no provision for imprisonment. Though 
section 46(2) was upheld as valid, a perusal of the judg- 
ment convinces one that uniformity is desirable and that 
the observations of Chandrasekhara Iyer J. are justified, 

80. We have therefore thought it incumbent upon us to Action pro- 
codify the law in this respect and include it in a separate posed {Re\c- 
Schedule. The judgment of the Supreme Court also gives 

an authoritative interpretation of the proviso to section 
46(2). The meaning of the proviso may be stated, in the 
words of the Supreme Court, as follows: — 

“On a proper reading, that sub-section does not pres- 
cribe two alternative, modes of procedure at all. 

All that the sub-section directs the Collector to do 
is to proceed to recover the amount as if it were 
an arrear of land revenue, that is to say, he is to 
adopt the procedure prescribed by the appropriate 
law of his State for the recovery of land revenue. 


* (1955) 28 1 . T. R. 891. 
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, that m this proceedmR he is, 

^4 h^ve^l not prescnbe 

under the Code statement to . 

two separate the Bombay H»gh Court 

trary m the of Bombay , docs not 

m Sai Ah Ahmed v our opinion the pro- 

L^pear to us to te .jjg^eit and alternative 

viso does not **iJ“{®tue°5rtified amount of the 
mode of recovery of «ie wruu 
tax but only confers additional p application 

goto fcr tte by the 

81 A po^er .s ‘ gSSure'ff dD^ by ^ 

As held by the Sttpreme Court the jitter 

additional powers on the coiieci jg pj 

rr,«rc (.Hective application of tne , .gg. 


tion 46 The only additional recgi^ m exeW- 

CPC is the power ^®®P£®!!ln® Ai.f 5 , the Collector 
pS^seisIs^SrpcwerS^aUach an estate 0 ^^ 

k^S»^bT^tvTMf 115 

tional power is also now included by us in me y tr 
draft 

«n rrcv. 82 The process enforceable for the 
posed (Muni arrear of municipal tax and local rate, vfith 

apaiiaw) sections (3) and (4) of section 46 property 

the Collector Distraint and sale 9^ ^°'^®°ypKlepro- 
(and in some states attachment and sale treSng the 

perty also) or prosecution before a magistrate trea J 
default in payment of the tax or the rale ®^^®?AUg fine 
and imposing a fine and recovery of the an-ear ond ‘ 

under the provisions of the Criminal Procedure _gd 

386) or recovery of the arrear as if it were a / Arts 

by a criminal court, are the modes laid down i — ogis- 
which contain provisions fcr prosecution before a n s 
trate or recovery of the arrears by application to tne i 
' trate for distraint and sale of moveable property a 
tailed below — 

1 Rajasthan Town Municipalities Act (XXIH o 
1951) S 97 (Only if there is suspension ot m® 
other powers by the Government) 

* I L.R 1 950 Bun. I JO I ss 
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2. Calcutta Municipal Act (33 of 1951). 

3. Punjab Municipal Act (III of 1911), (S. 81 applica- 

tion to Magistrate). 

4. Madras City Municipal Act (IV of 1919) Rules 21(2) 

and 29-B of Schedule IV to the Act. 

5. Madras District Municipalities Act (V of 1920), 

Rules 21(2) and 36 of Schedule IV. 

6. City cf Bangalore Municipal Corporation Act (LXIX 

of 1949) [Rules 30(2) and 39 of Schedule III]. 

7. Mysore Town Municipalities Act (XXII of 1951) 

Section 96. 

8. Bombay District Municipal Act (HI of 1901) S. 88 

(Only if there is suspension of the other powers of 
recovery by the Government). 

9. Bombay Local Boards Act (VI of 1923) S. 115 (Only 

if the other powers of recovery are suspended by 
the State Government). 

10. Madras District Boards Act (XIV of 1920), Rules 

33(2) and 39 of Schedule IV. 

11. Punjab District Boards Act (XX of 1883) S. 58-B 

[Only in the case of other sums (other than local 
rates and taxes) due]. 

12. Central Provinces and .Berar Municipalities Act (II 

of 1922). Section 77. 

83. All the processes are enforceable by the Income- 
tax Officer if the requirements of sub-sections (3) and (4) 
of section 46 are satisfied. 

84. In the draft we have restricted the power of the 
Income-tax Officer to the mode of recovery by distraint and 
sale of moveable property. Even this power is, we are told, 
seldom invoked except in a few places. We have omitted 
the power to approach the magistrate either to recover the 
arrears as a fine or to prosecute the defaulter, as such a 
power is never in practice exercised. The procedure is cir- 
cumlocutory and is not suited to modern conditions of 
society. The existing power of the Income-tax Officer to 
make a garnishee order is retained. 

85. It may be of interest in this connection to mention Remedies in 
that in other countries the remedies for recovery of In- other Onm- 
come-tax are very simple as could be seen from the follow- 

ing analysis : — 

United Kingdom— U. K. Income-tax Act 1952. 

(a) Distraint by Collector (S. 76). 

(b) Recovery of small amounts of tax in court of Sum- 
mary Jurisdiction as if it were a civil debt (Sec. 

78). 
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(c) Suit m the High Court (See 79) 

United States 

(Inlernol Reoenue Code 1954) 

Chapter 64 -Collection 

sec 9331-LeiCt -d “'‘-I*'””' 

tangible 

CommonujeaUh 0 / Australia, ,,.«emcnl 

,„co™e tax and Soc. 

(a) Section S 209— Suit c oiR 

(b) Garnishee Order by the Commissioner-S 

Canada 

Income tor Act 1945 (Secs 118 to 121) 

(a) Certiftcate by the Minister “ Sf'ered 

chepuer Court and eb* t^S'stretion g jj,, 

oi decree and is executable by the Court t= 

(b) Garnishment (Sec 120) 

(c) Seizure of Chattels (Sec 121) 

South Africa 

The Income tor Acr 1941 (See 85) 

t fiaA tax dii*^ 

(a) Statement by the Commissioner ot tne i 

filed with a clerk or registrar of a ^ 'tg^sueb 
as a judgment and enforced by the Court ^ 

(b) Proceedings by the Commissioner for the seques- 
tration of the estate of the tax payer 

(c) Enforcement by a Magistrate 


Ceylon 


The Income lax Ordinance Sec 79 

(a) Commissioner issues a certificate and ^ en 0 
by seizure and sale of moveable property 

(b) Certificate to the District Court who ^°’i„gable 
force it by way of execution against the m 

and immoxeable property of the defaulter 

(c) Proceed ngs for recovery before a magistra e 

(d) Garnishee Order 


86 A portion of the tax paid by the company 
lohav^e'^n paid by the shareholder under sec 0 

paao5( 18(5) and 49B The tax ^id by the company m respect 

tiendi d vidends is thus g ven a special trea menl m the 
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the assessment of the shareholder. We felt that it would 
be useful and convenient to bring together the varmus pro- 
visions of the Act pertaining to such treatment. The pro- 
visions of the Act pertaining to the tax deemed to have 
been paid in dividends have, therefore, been gathered to- 
gether in this chapter. - 

87. The provisions of the present Act pertaining to re- 

funds, have been grouped together in this Chapter. ® 

To avoid delay in refunds, we have inserted a provi- 
sion' [on the analogy of section 57(3) of the Canadian 
Act] that where the refund order is made more than three 
months after the application for refund, the Central Gov- 
ernment shall pay interest at the rate of 2%. A similar 
recommendation was made by the Income-tax Investiga- 
tion Commission\ We have also made it clear’ that where 
refund is due as a result of an appellate order or as a 
result of decision by the High Court, no separate applica- 
tion is necessary. 

88. All the provisions pertaining to appeals have been Chapter xxi 

brought together in this Chapter. - RevSons^^ 

89. On principle, it may appear objectionable that an Desirabili t y 
agency which is under the direct control of the Central appeals 
Board of Revenue should be vested with jurisdiction to by ’AppeUate 
hear appeals from the orders of the Income-tax Officer, ass is tan t 
Justice should not only be done, biit should appear to be Commission- 
done and should inspire confidence in the persons concern-®^- 

ed. It is an elementary principle of the laiv that a person 
should not be a judge in his own cause. The' Appellate 
Assistant Commissioner, being under the direct control of 
the Central Board of Revenue, may not be considered as 
a satisfactory authority to hear and dispose of appeals 
against the orders of the Income-tax Officer. One sugges- 
tion that was made long ago was that the Appellate Assis- 
tant Commissioner should be placed under the control of ' 
the Income-tax Appellate Tribunal, so as to make him in- 
dependent cf the authority and influence of the Central 
Board of Revenue. This question was examined by the 
Income-tax Investigation Commission, and that Commis- 
sion observed’ that there was no reason to think that by 
reason of the subordination of the Appellate Assistant 
Commissioners to the Centx'al Board of Revenue, they were 
influenced by the Centra] Board of Revenue in their deci- 
sions or that they were -in any manner partial in the dis- 
charge of their duties, or that .their judgments were 
affected by any considerations irrelevant to the decisions 
■ of the appeal. No doubt, in spite of this conclusion the 
Commission did make a recommendation that there should 


clause 252, App. t. 

=Para. 279, paijes 125, 126, 1. T. I. C. Report, 1948. 

‘Fide clause 250, App. 1. 

‘Paragraph 319, '’ages 142, 143, I. T. I. G. Report; 1948. 
4 — 1 Law Com./58 
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h. an alteration m the then ““Sf Jf be”remov*d‘irom 
pelSe Assistant Co'nm'ssicnere should^b^^^^ ^ ^ ^ 

the control of the Central Bo recommendation 

SidertS cSmmSee consUtuted m 

uas not accepted by the beiw Bill of 19^. 

connection with the ^vg light of the rccom- 

which examined the _-_4av Investigation Commis- 

Stations made by the „ot m favour ol any 

a, on The Select Taxation Enqmry 

change in the qMSlion in greater detad 

Commission again examine th q change was neces- 

and also came to the Taxation 

sar\ In support of their „earlv 90% of the 

Commission gave ''p'«‘“*?"Jgfaie Assistant Commis- 
appeals disposed of by the Ap^na commissioner 

sfcners the ^ppell^te Ass.sta^_^^_^^^ ^ 

were either accepted by the asswsee figures for the 

Tribunal We have examm^ the further g 
years 1953-54, 1934-55 and 1955-1956 furnisne of 

Central Board of Revenue and »hey ®stabl«h t 
the orders of the Appellate Assistant Co nm^^ 
either been accepted by ttje y^out B7 p of the 

Tribunal From this it *l'®j\.?”^^etistant fcommis- 

appeals disposed of by the Appellate . * ,i Tribunal 
sioners are reversed on ap^al Anoellate Assistant 


92';6 cf the appeals disposed of by them at-v h 
the assessee or confirmed by the AppellaJ^e ^ ^ tjv any 
lows that the disposals are not affected or gggjssees 

extraneous influence and give that 

concerned Though we feel the force of 1^® P j._*^ftgency 
appeals should be disposed of by an independent 
other than the one which is subordinate to the ^ » 

Board of Revenue, the figures furnished to us no nok j 
tily any alteration in the existing system ,^® rod- 
agree with the conclusion of the Taxation ®nqu ^ 
mission that a change in this behalf is neitlwr n 
nor justified We consider therefore that the App 
Assistant Commissioners should continue to luncu 
at present 

= 90 The position, however, of the appeals to H'® 

' pellate Tnbunal and the disposals made by them is em j 
different We feel that the existing system of appeal 
the Appellate Tnbunal and thereafter a reference 
High Court on a question of law either under section t ' 
or under section ^(2), is very cumbersome and cau^s 
necessary delay in disposing of the appeals so as to nnalis 
the assessments We have obtained Statc‘-wise figures r^ 
gardmg the institution of the appeals before the Appei|« 
Tnbunal and of the Reference Applicat’cns under 
66(11 and section 66(2) for the years 1955-56 and 19560 ( 

® ^ Rtport (1953 1954) Vol II, pages 232 to 234 P»r 3 S™P*'’ 
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During the year 1955-56 the total number of appeals insti- 
tuted in the Appellate Tribunal -was 8,553. The State-wise^ 
figures are given below ; — 


Andhra 







290 

Ajmer 







55 

Assam 







106 

Bhopal 







39 

Bihar 







572 

Bengal 







972 

Bombay 







191Q 

Coorg 








Delhi 







283 

Hydeiabad . 







205 

Himachal Pradesh 







8 

Jammu and Kashmir 


< 





129 

Kutch 








Madhya Pradesh . 







206 

Madhya Bharat . 







30 

Madras 







1746 

Mysore 







no 

Orissa 







”5 

Punjab 







324 

PE ’SU 







III 

R jasthan • 







86 

Saurashtra . 







37 

Travancore-Gochin 







115 

Tripura 







I 

Uttar pradesh 







1047 

Vindhya Pradesh . 




Total 


— 

54 

8553 


The number' of Reference Applications under section 
66 (1) during the year 1955-1956 was 1,080 as per statement 
below: — 


Reference application 
U/S66(i) 

S ^ No. d'sposed 
'C of 


High Courts Order 
U/S 66 (s) in respect 
of lef. applications . 




o « 

•7 ^ O I 


3456789 


Bombay 

• 91 

275 .. 

201 

11 

21 

20 

Madhya Pradesh . 

. 8 

I ■ • • 

20 

4 

7 

8 

Bhopal 

X 

■ ■ « • * • a 

I 


« • 

Saurashtra . 

Kutch 

n 

10 

• • • • • • 

7 


I 

• • 




Andhra 30 5 « 5 

Hyderabad 53 * r 8 8 ^ 

Ultar Pradesh 31 5® ^ ^ 

Vindhya Pradesh 4 ^ gC ,o3 91 

Madras 7* ® 558’* 

Travancore-Coch n * *3 j 

Mysore 3 59 ^ 

Coorg * 6 >B 

^NestBenga) “ ®5 ' , 

Assam « J , , 6 

Mh 4 58 ' 

Punjab la 55 ^ ^ 

Rajas han 9 7 

Madaya Bharat 4 

Pepsu 4 ^ 

Himachal Pradesh ^ 

49 '3 ” ” 

B har 5 44 „ a 3 

On.» -3 S« 39 « 3 8 

Jammu & Kashmr 3 - 

Total 347 1080 3i3 8*3 “38 >34 

cases ufs 66 (3) and 66 (4) * 9 « »““* 

[In cases m which the relercnce 8PPV'“‘ emi'tS 
rejected by the AppeUate Tnbunal under section 66 1) ^ 
matter came up to the High Court “"der section 66(1^ 
the number of such applications during the year 1955-iy 
was 232] 

91 A statement of the appeals instituted during the 
year 1956-57 is given below (Stale wise figures are no 
available) — 

1956-57 

Appeals instituted in the year 1956-57 

Appeal by Appeal by 

ascssee department 

Bombay Bench A 9 636 38® 

Bench B 
Bench C 

Allahabad Bench t 1 91 55 

Madras Bench I 823 75 

Caleu a Bench I iB *43 

Delh Bench 908 9* 

Fa na Bench 529 3 

Hyderabad Bench 4J9 5* 
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These figures comprise appeals by the assessees and also 
by the Department. The appeals instituted by the assessees 
were 8,694 and by the Department 799, in all 9,493. 

The number of Reference applications under section 
66(1) filed during the year (1956-1957) was 1,014, as per 
statement below : — 

State-wise statement showing institution, disposal and pen- 
dency of Reference Applications before the Income-tax 
Appellate Tribunal Bombay, during the year 1956,-57. 


States 

Reference application u/s 
66(1) 

Total 

No. of cases out-st- -1 c « 

anding at the beg- S 

inning of the year 3 

No. of cases recei- O 

ved during the ye- -.g 

arfrom the High U 

Courts '3. 0 

No. of cases stated 8^9 
in compliance with o'" 

H. Courts orders. 5 S, 2 

No. outsanding at 
the beginning of 
the year 

No. instituted during 
the year 

No. disposed 
of 

2 3 

•do *0 

I 

I 

s 

3 

4 

5 

6 

7 

8 

9 

Bombay 

165 

332 



286 

12 

*9 

24 

Madhya Pradesh 

2 

tg 



2 

3 

I 

3 

Bhopal 

. . 

. • 



. 0 




Saurashtra 

5 

2 



4 

Z 


I 

Hyderabad 

35 

2 



2 

I 


z 

Andhra 

16 

37 



31 

19 

16 

20 

Kutch 









Uttar Pradesh 

23 

84 



66 

z 

39 

32 

Vindhva Pradesh 






X 



Madras 

>43 

157 



243 

83 

82 

135 

Travancore-Cochin 

20 

24 



28 

- 3 

10 

ii 

Mysore 

5 

10 


• 

9 

3 

3 


Pepsu 

— 

3 







Coorg 

— 

— 







Wes' Bengal 

20 

162 



160 

6 

18 

22 

Assam 

I 

II 



12 

I 

z 

I 

fripura 

— 

— 




, , 



Delhi 

14 

31 



28 

. . 



Punjab 

3t 

42 



40 




Jammu & Kashmir 

3 

2 



3 




Rajasthan 

3 

*3 



9 

2 


2 

Madhva Bharat 

— 




I 




H machal Prat^h 

— 

1 



I 

, ^ 



Ajmer 

1 

16 



3 

. , 

3 

3 

Bihar 

* 

57 



48 

11 

7 

18 

Orissa 

4 

9 



9 

1 

6 

6 

Total 

491 

1014 

360 

625 

985 

148 

205 

282 


Note. — Figures in columns 7, 8 & 9 include cases in wh'ch High Courts 
Orders u/s fi6(3) & 66(4) were received. However, the number of cases u/s 
66 (3) and 66 (4) is quite small. 



-mbe. 0 . appeals 

instituted is comparaUvely smaU 

3J The Tribunal is constitute the taJ 'OTendJ 

authority ior four taxes— income- ax, uealth-tax, e^noi 
tuiMax and gift tax, and it is ako P™P“?J, “nSfAct 
the hnal fact hndmg authority under the Estate A 
We aie constraine to observe that men of the remits 
calibre and mdependence are not '>'■”2 “wS. 

charging so heavy a responsibility as that of the feat fact 
ading authority under the new pattern of taxation ThK 
are many complamts that the disposal of appeals by 
Appellate Tribunal is very unsatisfactory for a variety m 
reasons Often the judicial and independent approaOT 
which IS necessary m the final fact finding authority, is 
displajed by the Tribunal In several cases the determina 
tion of comphcated questions of fact and laiv is done m a 
very perfunctory manner Very often, the Tnbimal does 
pot clearly record its findings of fact or its reasons for ■arriv- 
ing at Its andings In a number of cases, factual or leg^ 
contentions rais^ by the parties are not dealt with at au, 
resulting in applications for rectification being made su^ 

sequently to the Tribunal for considering the points omitted 

to be dealt v.ith m the original order of the Tribunal 
V/hile dealing with the references under section 66(1) and 
section 66(2), High Courts had occasion to comment upon 
the unsatisfactory nature of the orders passed by the Appel- 
late Tribunal and also on the unsatisfactory statements of 
case drawn up by them in the references under section 66 
The High Courts had to remit the cases to the Appellate 
Tribunal for a further and belter statement of the case with 
fuller particulars To give satisfaction to the large, number 
of assessees a d“cision of an independent and good appellate 
authority is an undoubted necessity, if yustice is to be done 
to them There is considerable delay in disposmg of the 
appeals and very often it is said that they, ^e Tribunals, 
spare very little lime for the appellate work'with which 
alone they are concerned Very often the Members of the 
Tribunals attend the sittings at any time they choose there- 
b\ not conforming to regular office hours for the disposal 
of the work A Ben^ of two members of the Tribunal 
hears the appeals, but in practice the contribution to the 
decision of the case by one of the members is often not 
appreciable 


‘S«e extracts g Ten in ihe tsen para. 
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94. The following extracts from the decisions of courts ^tractsfrom 
will show how unsatisfactorily the Appellate Tribunals have gmerns. 
been functioning ; — 

Hanumantram Ramnath vs. C.LT., Bombay'. 

“This reference must go back to the Appellate Tribunal 
for the finding of further facts. As this is the second refer- 
ence we have been constrained to send back out of the last 
ten which have come before us, and as in these cases not 
only is public time and money wasted, but there is also 
obviously a hardship cast upon the assessee, it is in my 
opinion necessary that certain matters should be stated for 
the guidance of the Appellate Tribunal in preparing fur- 
ther cases ” 

Hira Mills Ltd. Cawnpore vs. I. T. O., Cawnpore'. 

“Those, as we understand them, are the facts to be 
gathered from the statement of the case and the accompany- 
ing judgments and orders. Perhaps we may properly ob- 
serve that it' would be a practice more in conformity with 
section 66(1) of the Act and with general convenience, if 
the statement of the case itself had contained all the rele- 
vant facts, rather than that they should have had to be 
sought for in the judgments”. 

Badar Shoe Stores, In re.’ 

“We deprecate the practice, which is becoming too 
common, of omitting a sufficient statement of facts from 
the statement of the case and of referring this Court to a 
miscellany of other documents for the collection of the full 
facts necessary for determination of the question of law 
submitted, and we shall take the opportunity of referrii^ 
to the unfortunate consequences of this practice at a later 
stage ” 

P. M. Huthee Singh & Sons Ltd. ys. C.I.T.* 

“I must point out here that both in the statement of 
case and in the judgment there are certain inaccuracies. 

When a fact-finding authority is in the position of the 
Tribunal (whose findings of fact are considered conclusive), 
it is always very desirable for them to be accurate in their 
statement of facts. I would like to join the learned Chief 
Justice in emphasizing the duty cast upon the Appellate 
Tribunal with regard to findings of facts. Under the Act 
it is the final fact-finding authority and I think it is the 
duty of the Tribunal when they submit a statement of 
case to the High Court to state the facts clearly, carefully 

'(1945) 13 'f. T. R. 203 at 2 oG. 

*(194^) 14 T. T. R. 417 at 427. 

=>(1946) :4 I.T.R. 431 at 433. 

<(1946) 14 I.T.R. 653 at 659. 



.„d precisely After 

advisory jurisdiction Its ]un^c advisory 

bunal on questions of law It ^ 

jurisdiction cannot be exerased igeiuuy ^ and 

finding authority submits Sference with 

accurately I am fo^J *? Sf statement ef case and 

reTn%Se„^VS th/i^na. 

ment of facts PteP‘;«l .‘’’.f” Aeen I hope that m 
when preparmg 

the statement of case 

Messrs Gobindoram Bros Ltd vs C I T 

The supplemental case returned to us by 
and which is now before us is highly 
Tribunal appears to be far more *^nue^ 

the statements of fact in the firet case ,^. 1 ,- Jireo- 

tionably contradictory, than with complying with the di^^ 
tions of this Court given under Section 66(4) of the incom 
tax Act 

' The matter was referred back to the Tribunal to rword 
Its finding of fact more clearly, and implicit in that direction 
IS the taking of further evidence if thwe is no other w y 
of determining facts in order that the Tribunal may ma 
Its finding clear For the Tribunal to say that tsecause a 
fact was not before it when they disposed of the 
appeal we are unable to include it in the case at tnis 
stage of the proceedings”, is a most surprising statemeiu 

and 18 one which indicates that the Tribunal does not appre- 

ciate the duties cast upon it when this Court refers a matte 
back under section 66(4) The reference back to the Tribu- 
nal was to record its finding more clearly and after a l^pse 
of one year and ten months the matter now comes bacK 
.vith nothing new except the aTidavit of Mr Pralhadrai 
Bnjlal which is annexed to the supplemental case” 


Bikoncr Trading Company, Calcutta vs C I T ’ 

‘ We have so far endured with patience the type of 
statements of cases which have been submitted to this 
Court m connection with the references that have come 
up this session but we think that the limit has been passed 
and we ought to make some observations One common 
feature of these statements of cases is that the appeal was 
heard by two members whereas the statement of the case 
in almost every case was drawn up by different members 
In drawing up the statement they do not seem to have 


>(1946) 14ITR 7&4 at 770 
’(•953) *4 1 T R 419 at 433 
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always considered it necessary to refer to the appellate 
order, nor necessary to be exact in the statements they 
made, npr necessary to make a full statement of the rele- 
vant facts. Most of the statements of cases are sketchy in 
the extreme and, were one to rely upon them alone, it would 
be impossible to answer any question at all. It has been a 
frequent experience this session to find two members of a 
Tribunal deciding a particular case in a particular manner 
and one of those members, acting with a third member, 
stating a case for this Court \vhich differed materially from 
the case made and found at the hearing of- the appeal. We 
shall not say, out of respect for the Tribunal, that the 
members have acted in a careless manner, but we feel 
bound to say that the manner in which they have dischar- 
ged their duty of drawing up statements of cases for this 
Court can only be called carefree”. 

Calcutta Co. Ltd vs. C.I.T.* 

“Unfortunately, the treatment of the question by the 
authorities below has been of a somewhat summary charac- 
ter presumably because it was raised and argued before 
them in a superficial form. But even if such was the case, 
there is hardly any justification for the Tribunal failing to 
realise at least what facts were required to be found and 
stated. The statement of the case is sketchy and bare and 
like most of the statements we have had to deal with dur- 
ing this session has hardly any appearance of a cas'e seri- 
ously stated”. 

C.I.T. West Bengal vs. Hanuman Prasad Bagrkr. 

“In our opinion, the statement in the case referred are 
clearly insufficient to enable us to determine the question 
raised. The appellate order passed in the case is a striking 
example of what appellate orders should not be and the 
statement of the case itself is an example of the con- 
sequences that must sometimes follow when the appeal is. 
heard by two particular members of the Tribunal and the 
reference is made by two other members”. 

“This finding of the Income-tax Officer and the Appel- 
late Assistant Commissioner was reversed by the Appel- 
late Tribunal by an order which reads like an order pas- 
sed hy Honorary Magistrates at summary trials”-. 

(Italics are ours). 

Dhirajilal Giridharilal vs. C.I.T., Bombay’, 

\ “It is apparent from the following quotation from the 
judgment of the Tribunal that not only was its approach 
to the question raised before it tainted with suspicion, but 
it .took into consideration a number of circumstances- based 
purely on conjectures and surmises and for v^hich there 
was not a scintilla of evidence on the record”. 


*{1953) 24 I-T.R. 454 at 459. 

*^1953) 24 I-T.R. 495 at 497, 498. 
’(1954) 26 I. T. R. 736 at 739 fS. C.). 
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Shantifcumar Narattuim Uorarjt vs CJT,' 

‘There is a finding given by the Accountant Member 
m the following words ‘We understand that no part of 
the borrowings were utilised in the agency firm busings 
and therefore the interest paid was not incurred for the 
purposes of the business’ Mr Palkhivala has 
quarelled with the nature of this finding With respect to 
the learned Accountant Member it is difTicult to under* 
stand how a judicial tribunal can record a finding m the 
language in which this so-called finding has been recorded- 
The duty of a fact-finding tribunal is to find facts, and not 
to understand that certain facts may exist or may have 
been established’ 


Indian Steel and Wire Product Ltd vs Cl T.’ 

Before parting with this case, I find necessary to 
repeat once again what I had occasion to say during the 
last sittings of this BenA If this Court cannot 

depend on the Tribunal even for the accuracy of the sum- 
mary of the orders passed by itself, it becomes difficult to 
deal with these references particularly as this Court is 
bound by the statements contained in the statement of 
the case and should not be pul to the necessity of verifying 
and it necessary correcting the summaries given of the vari- 
ous orders What makes the inaccuracy strange m the 
present case is that one of the members who was respon* 
sible for the statement of the case was himself a member 
of the Bench whidi had passed the appellate order relat- 
ing to the first of the two chargeable accounting periods" 


The Bhopal Trading Co , Kanpur vs CJ T * 

We are not undertaking the responsibility of framing 
the questions ourselves as the statement of the case as also 
the appellate orders are as is too frequently the case, 
wholly unsatisfactory” 


Cl r vs Afalchand fiTurano* 


T confess I do not feel altogether happy the way m 
which the facts have been found in this case or the man- 
ner in which the case has been stated ' 


‘ Before I take up the question on the merits, I w ould 
regards the appellate order of 
the TribunaL The whole of it appears to be based upon 
a misconception of both fact and law ” 


fi, perfectly dear that the Tribunal failed to apply 

themsehes to the real question before them and indeed 
meir order, one regrets to find does not mdicate that they 
had any appreciation of what the real question was ’’ 


‘C»955ia7l T R fig at 80 (Bombay H C.) 

*{1955) 27 t r R 43 aii».445&^^(CaIcutt*H C) 
(1955128! T R 478 atp ^5 (Allahabad H C) 
(1355) 28 r T R, 684 al G87 6go 6g6 (Calcutta H C.) 
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95. The present procedure leads to delay also. If the 
Tribunal refuses to make a reference to the High Court 
where it should have done so, the asessee or the depart- 
ment have had to go to the High Court under section 66(2) 
and this has led to considerable delay in giving a finality 
to the assessment. The extracts given above would also 
show that the statements of cases submitted by the Tribu- 
nals to the High Court are scrappy, with the result that 
the High Court has had to ask for a supplementary state- 
ment in several' cases. 

96. For these reasons we are strongly of the opinion Abolition of 
that the Appellate Tribunal should be abolished and that a ‘ 

direct appeal should be provided both on questions of fact ^ 

as well as of law to the High Court from the orders of the ^ 
Appellate Assistant Commissioner. The assessee should 
have the satisfaction that the facts of the case and the law 
applicable to it have been examined by a competent autho- 
rity. It would also save the time of the High Court, as 
it would avoid the necessity for a reference to the High 
Court on a question of law either imder section 66(1) or 
under section 66(2). We have therefore, provided' an ap- 
peal to the High Court from the decisions of the Appellate 
Assistant Commissioner. Where the amount in dispute is 
Rs. 7,500 or more, the appeal- will be on fact as well as 
on law. In other cases the appeal will be only on questions 
of law. 

It is stated that the disposal by the High Courts may 
cause delay, particularly as the rules of the High Courts 
require printing in first appeals. To obviate this difficulty, 
we suggest that by a rule made by the appropriate autho- 
rity the printing of records in such cases may be dispensed 
.with, and the Department and the assessee may be allowed 
to furnish typed copies of papers on which they intend to 
rely at the time of the hearing of the appeal before the 
High Court. 

97. We have also examined the financial implications 
of the proposal and we are satisfied that it does not involve 
the States in any extra expenditure, as all expenditure 
necessitated by the appointment of more Judges in the 
High Court and the necessary staff can be met by the fee 
that will be levied on the appeals instituted in the High 
Court. At present the fee is Rs. 100 in case of appeals 
to the Appellate Tribunal and, the amount realised in the 
year 1955-56 by the Tribunal is Rs. 8,46,390 which, of 
course, includes also fees for Reference Applications. (The 
department does not pay any fee when it files an appeal 
or asks for a reference). The expenditure incurred .in 
that year for the Appellate Tribunal is Rs. 8.74 684. We 
have not got the figures for 1956-57. Even if the fee is res- 
tricted to Rs. 100 per appeal and if 10,000 appeals are filed, 
all. the States will get an income of Rs. 10,00,000. If 20 


’DWc clause 260, App. I. 
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Judges are appointed for all the High Courts, the total 
salary payable per year Will be Rs 8 40,000 leavmg a sur- 
plus for the expenditure on the additional staff that would 
be required by the appointment of additional Judges 


If we consider the position State-wise, the highest in^ 
titution of appeals is m Bombay and may be taken rough- 
ly at 2 000 appeals per year The Bombay State will get a 
fee of Rs 2 00 000 Even if four more Judges are appointed 
their total salary per year will be Rs 1,68000, leaving a 
surplus for the additional staff Similarly, Madras may re- 
quire three Judges Bengal may require two Judges 
and Uttar Pradesh may require two or 
Judges In other Slates like Bihar and Punjab an addi- 
tional Judge may be required It will, therefore, not ei^ 
tail any additional expenditure from State funds which 
could not be met from the lee leviable on the appeals ins- 
tituted in the respective State High Courts As observed 
already, the work m which the Hi^ Courts are now enga- 
ged namely disposing of references either under section 
66(1) or under section 66(2) rvill pro tanto be reduced, and 
this IS an additional advantage for the High Courts 


93 Rules will necessarily have to be made to regulate 
the procedure for the disposal of the appeals expeditiou^ 
ly Delay is occasioned by the printing of reconis which 
will not be necessary If the rule making power is confer- 
red on the various High Courts there may not be umformi- 
ty in that behalf We, therefore, think that it will be more 
appropriate to confer the rule making power upon the 
Supreme Court' as was done m the case of the Companies 
Act, 1956 As regards the levy of the fees and the scales 
which are to be prescribed, it may not be possible for the 
Centre to prescribe the fee Some method should be adopt- 
ed to make the Court-fee payable on the memoranda of 
appeal presented to the High Court m such matters uniform 
in all the States. We have not thereiore made any deBaite 
proposal m this behalf 


the reconraendation made by us tor the 
of Appeiiiie “tiO'ition of the Appellate Tribunal, and as appeals would 
As»jjiant Co- nenceforth he to the High Court from the Appellate As- 
romissioncM sistant Commissioners’ orders, we consider that Govern- 
ment should ensure that the posts of Appellate Assistant 
Commissioners are held by experienced and senior officers 

100 It will be more satisfactory if experienced and 
senior officers of the Department hear appeals 

„•) Appellate Assistant Commissioner should 

e^ven some training m judicial 
r procedure ^ being attached to a Judge of a 
SoMVi TV,, * ^ ’ u District Judge, for a period of. say, three 
'a ^ necessary because the onfer of 

he Appellate Assistant Co mmissioner should be written, 

'See eliuje 277, App 1 
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more or less, like a judgment and should make mention of 
the points for determination, and the findings thereon. We 
consider that if Appellate Assistant Commissioners are 
given this type of training, it will inspire greater .confi- 
dence in the litigant public. 

102. It may be recalled in this connection that when 
the Appellate Tribunal was not in existence, i.e., prior to 
1939, the reference to the High Court, though Erected 
against the order of the Assistant Commissioner, was made 
by the Commissioner of Income-tax himself. Though an 
officer of the status of Commissioner of Income-tax may 
not hear all appeals, it would be desirable if appeals 
against assessments of incomes in excess of rupees one 
lakh were heard by the Commissioner of Income-tax or by 
an officer of equal status. If this recommendation is ac- 
cepted, the necessary amendments may be made in the 
Act. Other appeals should be heard by senior officers 
whose scale of pay is attractive. We would recommend for 
Appellate Assistant Commissioners a scale of pay inter- 
mediate between the present Appellate Assistant Commis- 
sioner’s scale and the present Commissioner’s scale. 


103. As second appeals would lie (if our proposal is Commtssion- 
accepted) to the High Court and as the smaller assessees 

may not be able to afford the expense involved in such an 
appeal, we would recommend the free use by commission- 
ers of Income-tax of their judicial powers to give relief to 
the smaller assessees. In the case of smaller assessees the 
Commissioner should treat an application in revision as an 
appeal. Administrative instructions to this effect may be 
given by the Central Board of Revenue. 

104. The other important change which has been made Other chan- 
in this Chapter is the provision' for appeals against all g“. 
orders of the Income-tax Officers which are prejudicial to 

the assessee, e.g., an order under section 35 the levy of 
interest under section 18A (6), an order refusing to correct 
a recovery certificate, an order refusing to treat the asses- 
see as not in default and other similar orders. 


,105. The provisions of the existing Act relating to pen- Chapter 
alties have been grouped together in this Chapter. „ 

^ , Penalties im 

No change has been made in the substance of 
provisions. 


these 

Income-tax 


106. The provisions of the existing Act relating to 
offences and prosecutions have been grouped together in 
this Chapter. No change of substance has been made. 

107. The provisions of Chapter IXA, Recognised provi- 
dent funds, have been incorporated in this Chapter, with 
suitable modifications explained in the notes to the rele- 
vant clauses. 


^See clause 254, sub-clauses (d), ( j ), (k) a d (1), App. I. 
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108 Protons rdai™| to approved 
the notes to the relevant clauses 

" ■ ' ' ° ” . 0 . ^ S^er^SS^ 

ther in this Chapter it-.e phanter are 3S 

The important changes made m this Chapter a 

Authorised rcprcscntaliocs — We 
IS no justification for permitting a peijJn “ ncome- 

lawver or a chartered accountant to appear m ine 
tax proceedings The pow^rfsimi- 

which are often far more responsible P _* ^yhen 

larly exercised by a civil court or a crimmal cou w 
persons other than lawyers are not allowed to appear 
the civil court and the criminal court, there * - ypj, 

why persons who are not entitled to appe ^ 
coiits should be permitted to appear m an ^com^taxp^^^ 
ceeding An exception should how eter be ^ in the 

of chartered accountants as they assist oSli- 

maintenance of accounts Moreo\ er, they hav e 
gallons under the Companies Act m relation ^ 
tion of the accounts of comoanies We have therefwe pr> 

vided that appearance in income-tax proceedings be connneu 

to lawyers and char’ered accountants 

In order to protect the interests of those persons v,no 
are, under the provisions of the present Act 
appear in the income-tax proceedings, we have proviaea i 
the continuance of their right to appear m the incomer 
proceedings We have however, provided that they 
be registered as Income-tax Practitioners We are aUo o 
the opinion that there should be a disciplinary 
control such Income-tax practitioners We have 
made suitable changes in the provisions of sections 59 ana 
61 , 

(2) Service of notices — ^We have provided for the moae 
of service of notice under the Act in the assessment o 
dissolved firms dissolved ^associations and disruptea 
HUFs also 

(3) Rules — ^We have added a provision authorising the 
Central Board of Revenue to make rules relatmg to the 
issue of tax venfication certificates Such certificates ha%e 
been found useful in practice and it is desirable to place 
them on a statutory footing We have also added a provi- 
sion for making rules relating to the constitution of ab 
authority to take disciplinary action against Income-tax 
practitioners (other than lawyers and Chartered Accoun- 
tants) 

110 The Schedules which we propose to annex to the 
Act are as under — 

First Schedule — ^relates to insurance business * 
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Second Schedule . — ^Brings together in one place the pro- 
visions pertaining to the procedure to be adopted by the 
Collector for the recovery of tax on a certificate issued to 
him. 

Third Schedule . — Deals with the procedure to be adopt- 
ed by the Income-tax Officer who is empowered by the 
Commissioner to 'recover tax by distraint and sale of mov- 
able property. 

111. In the preparation of notes on clauses we have Scheme of 
departed from the method adopted by us in our previous nmes on 
reports. In the previous reports we have followed the 

order of the sections in the Act under revision and wherever 
new provisions were suggested, they were dealt with in 
appropriate places. This method could not be followed in 
revising this Act (Income-tax Act) as we have reshuffled 
all the sections and sub-sections of the Act. Hence the order 
^of the clauses in the proposed draft has been followed in 
^preparing the Notes on clauses. 

112. A word may be said about the increased number increase in 
of the isections in the draft.* The U.K. Act of 1952 contains numher of 
532 sections and 25 Schedules. The existing . Income-tax 

Act has 67 sections and one 'Schedule. One section (Sec- 
tion 10) of the existing Act however, covers 14 printed pages 
in the Income-tax Manual, and some of the sections in the 
Act, though bearing one number have the letters A to V 
added e-.g., sections 58A, and 58B. The 67 sections of the 
Act cover 186 printed pages in the Income-tax Manual. 

The actual number of sections in the existing Act is not 
67, but about 120. The number of sections in the draft 
is thus only two and a half times the number in the ex- 
isting Act. The increase in the number of sections is 
due to the fact that the existing sections have been split 
into a number of sections. It is hoped that the total cover- 
age of the draft in printed pages will not show any appre- 
ciable increase. 

113. Appendix I contains our proposals in the form of Scheme of 

draft clauses. Appendices. 

Appendix II contains comparative .tables showing the 
existing _ provision and the corresponding provision in the 
draft in' Appendix I. 

Notes on clauses have been appended at the end. These 
explain, with reference to each clause in Appendix I, chan- 
ges made by us in the form or substance of the existing 
provision. 

114. For convenience of reference, we have given at the L'sts appen- 
end of this part of the report two lists, the first containing 

a summary of changes of importance proposed by us which 
have been embodied in the draft in Appendix I, and the 
second containing a list of recommendations made by us 
which have not been embodied in the draft in Appendix I. 


^The draft proposed by us contai'.s 329 clauses and Three Schedules. 
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LIST I 

Draft a a ( 5 ) liable for the payment of, tax or other sum. 

Eximg S.C Several new deBmtions have t’year’f/'S^ 

» „ amongst them being assessment , ass s™'" J,, 

D»« a a jjgg “ate of mcome-tax and super-tax and tax . 

En.1 ng s« Item (m) of the existing deSnitmn ^P'‘|’™ultinal 

* (♦A) eluding land from which the income derived ,flrds “any 
’ incoml. has been redrafted and replaced by the words 3 
' ’ agricultural land m India” 

EiiitiBS S«. The existing definition of “Magistrate 

a , 2 Second Class Magistrate empowered by the C^trM 
° * ernment (or m the SUte of l^^een 

' State Government) to try offences under the Act 

altered so as to contae the power to First Class Mag 
throughout India 

E*i»tmg Sec The present enumeration of the charBMble 
L-r. r, IS “individual. Hindu undivided fanuly'’ etc has b^n 

^ ° 3 replaced by the word “person” -^is will cover all entm« 
' having legal personality besides the entities enumerate 

the General Clauses Act 


Ex ttmg See. 

(*). 1* (3) 
•1 (4l 


With reference to the exemption for income deriv^_ 
from property held under trust etc. for religious or enw 
able purposes, the foUowmg changes have been made 

(i) it has been made clear that the exemption is 
able in the case of a busmess, held on trust, suoj 
to the conditions given m the existing proviso tDJ> 


( 11 ) it has also been made clear that the exemption 
available to business carried on by institutions no 
subject to trust 

With reference to the exemption for special 
a ,, f'J’ benefits granted to an employee to meet expenses wholly 
and necessanly incurred in the performance of the duties 
of an oTice or employment, the words “wholly and neces- 
sanly” ha^ e been replaced by the words “wholly and 
clusively” The requirement of necessity has been omitted 


^(^1 exemption for income received by a Consul Gen^ 

pii (b) Consul or Trade Commissioner etc. is at present avail- 

& (d). able to Indian citizens also A requirement that the person 
?w ^ ’I 30 exempted should not be an Indian citizen has been added, 
*' ( 7 ) existmg section 4(3)(x) (c) and (e) 
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The exemption in respect of salaries of members of Ex.'st ng Sec. 
Nepalese military forces serving with the armed forces of 
India or of members of Indian State forces, has been omitted ,he drafi). 
as obsolete. 

The exemrtion in respect of income received by an E^'sung Sec. 
employee of ioreign enterprise i.^ at present available to ^ 

Indian citizens. Under the draft it has been confined to 
foreigners. . " 

The exemption in respect of salaries received by foreig- Erfsfng Sec. 
ners for services rendered as technicians has been 4 ( 3 )^ g<va) 
extended to services rendered before the actual commnce- (g) 
ment of the business. • Explanation 

I. 

Certain exemptions enjoyed at present by virtue of EjdsUng Sec. 
notifications imder section 60 have been added in the Act. ^ ^3)- 
These relate to scholarship, and income of Universities or * * 

other educational institutions not established for profit. (4;.^ 

The condition for residence in the case of a person who 
has been in India within four preceding yeairs, at present, q 
requires the presence of that person in India “otherwise 
than by an occasional or casual visit”. This condition has 
been made more specific, by requiring the person to be 
present for at least 30 days in the previous year concerned. 

The existing provision authorising the Income-tax Offi- Sec. 

cer to treat a person as a resident if he is satisfied that w (jv) 
the person is likely to remain in India for not less than Gl. 6. 
three years has been • omitted. 

A provision has been made to the effect that a person Existing Sec. 
who is resident in respect of one source of income is to be ^ - 

treated as resident for all other sources. ■ ^ 

A new provision regarding transfer' of cases from one Exisvng Sec. 
Appellate Assistant Commissioner to another has beenoj-aftCl 131 
added. (3) (b). 

With reference to the power of the Board or the Com- Existing Sec. 
missioner to transfer cases from one Income-tax Officer to 5 UA) 
another, a provision has been added requiring opportunity (4? * 
to be given to the assessee before the transfer is ordered ' 

(except in special cases). 

It is proposed to abolish the Appellate Tribunal. Ap- Existing Sec. 
peals from the Appellate Assistant Commissioner will lie . ,, 

to the High Court. (Om.tted) 

Salary received from foreign Government has been Ex'sjmg Sec. 
specifically made taxable under the head “S^ary”. Draft^Ci 1 

(I)! ' ■ 

Specific provision has been made in respect of salaries Existing Sec. 
paid in arrears. ' 7 (i). 

Drait GI. 15 
(c). 


5 — 1 Law Coin./58 
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.bS« The allowance '^“^e“'iS'bero 
' M m the perfonnance of his duues requirement that 


JT>> 0 m the requirement that 

•‘ omitting the words 

!"whX";SsS^nd'S?Effvely'’ .n the perfonnance 


of his duties 


E. ■»« s« Income assessable under the ° This has 

- ties- IS at present chiujeab e .£ d ts interest when 


« ties” IS at present chargeable interest when 

place of the present provision 




Draft Cl ai 
(>0 

Extsting Sec 


mcorae'?harSah?fSnde/ thf head “Interest on securities 

Interest paid on moneys inadmSsIble 

estment m tax-free seeunties l^s been ^ade^^ a .‘Interest 


8 investment m tax-free securities has head “Interest 

Dr^t Cl fl! a deduction m computing income under thw hea 


on securities" 

Ex «ms Sec Reasonable sums spent on reah^mg for 


Reasonable sums spent on reansmg iniei csl « 

8 securities are propas^ to be chargeable 

Draft a 101 the purpose of super-tax, m computing income charge^^^^ 
under the head ‘Interest on Securities ^^^°flYn,nterest 
borrovted for investment m such to he al' 

paid on the money so borrowed is also proposed to oe 
lowed to be similarly deducted 


E* sting See Rules for furnishing guidance to the have 

9 (0 in determining the annual value of tenanted property 
Draft a 83 hggn added ' 

Existme See Irrecoverable tent has been made an admissible ^edu^ 

9 tion for computing income chargeable under the J 

Draft Cl 84 come from property” (At present the deduction is aani» 
I***! sible b> virtue of a notification only) 

Ex sting Sec The provision relating to development rebate has been 

10 ( 8 ) (vib) changed as regards the year in respect of which fbe reoa 

Draft a 33 IS tube allow^ The existing section allows the rebate only 

'P-r« „e iinHer the ntO- 


3 IS to be allowed The existing section allows the reo^e 
for the year of acquisition or installation; under the P*^ 
vision as proposed it will be available in, the next y®®^* 
(he ship or machinery is actually put to use for the hrst 
time m the next year 


Existing Sec 1 ^ ^be bad debts wntten off in an earlier accounting 
10 (i) (xo year are not allowed by the Income-tax Officer for that year, 
C! 36 they will be allowable for a subsequent accountmg year, 
(S). 2nd 'TO- jf Income-tax Officer is then satisfied about the irrecoyer- 
ability of the debt (As to the converse case, see below 


Exist ng Sec 


it me luvonie-iax ijracer IS men saiisnea aooui uie — 

ability of the debt (As to the converse case, see below 
under existing section 35 ) 


uusi iig oec The provisions for deposit of profits by companies have 
to^jiB) and been omitted. 

(om tted in ' 
the draft). 
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A new provision has been added whereunder in com- Existing Sec. 
puting income from business, profession or vocation, bonus ^raft ci. 36 
paid in pursuance of the award of an industrial Tribunal ^3) (ii). ' 
will be allowed as a deduction, even if the amount of the 
bonus is not reasonable. 

A new provision has been added whereunder contribu- Sec. 

tions made by an employer to funds established for the bene- - 

fit of his employees have been listed as admissible deductions ^ 

for computing income from business etc., even if the fund 
is not a recognised provident fund or an approved super- 
annuation fund, under certain conditions. 

'A new provision has been added to the effect that Existing Sec. 
buildings constructed by an employer for the residences of 
his employees should be treated as buildings used for the " ' 

purpose of the employer’s business, if the occupation by- 
the employees of the buildings is subservient to and neces- 
sary for the purpose of the employees’ duties. 

A new provision has been added laying down rules for Existing Sec. 
estimating the value .of the consideration received in ^ Draft Cl. 53. 
transaction of exchange. ‘ (This is with reference to -charg- ' 

ing of tax under ‘Capital gains’.) 

The scope of the existing provision, relating to power Ex'sting Sec. 
of the Income-tax Officer to treat the fair market value of 12B (2), ist 
a capital asset as the value of the consideration for which 
the sale etc of the asset is made (where the sale is effected ' 

with the object of avoidance etc. of the liability of the 
assessee to tax under capital gains), has been narrowed down 
by confining the power to a case where the actual considera- 
tion is not correctly recited in the deed of sale etc. On the 
other hand, the scope has been widened by deleting the re- 
quirement that the transaction must have been entered into 
with a person directly' or indirectly connected with the 
assessee. 

It has been made clear that where the accounts of the Existing Sec. 
assessee are not correct and complete, the assessment will 13 
be a best judgment under section 23(4). The power to Draft GI. 150 
compute the income “upon such basis and in such manner (i). 
as the Income-tax Officer may determine” (existing section 
13, Proviso) will be confined to a case where the accounts 
are correct and complete, 

A new provision has been added wherein interest paid Existing Sec. 
by an assessee on money borrowed for investing his capital *6 (1) (b) 
in a firm has been listed as an admissible deduction in 
computing his income comprising his share in the firm’s 
profits. 

It has been made clear that section 16(l)(c), 3rd Pro- Existing Sec. 
viso_. which removes from the scope of the section income 16 (i) (c) 
arising by virtue of a settlement etc. which is not revokable Draft ci. 64. 
for a period of more than six years etc., does not apply in 
a case where the assets remain the property of the settlor, 
etc. In other words, where there is no transfer of the cor- 
pus, the proviso will have no application. 
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B, , 1 , g s« The existing P™™'™' th? b3t of a 

MS' e, -s f„%r.reic3 

‘ ’ 3 : whSTe SSSTa earned dau^r 

E. mg S=C It has been made clear ‘haf ‘J’' p j^y which 

Sfrt ^aK;‘Trr'^ng3e3ta 

a ‘m* ?elcrr° dto m section 18(3D) 

Ex s mg s« A new provision has ^^cn made imposing a ppder 

■a 0) noon the assets of a person who, after deduct™ i 

ae Act, fails to pay it into the Government "caad'y^^^^ 

ExuungSec A general provision has been .^atfe to the effec^^^ 

18 W.s4 7 where tax is deductible at aource, the assesses n j 
(, ludpim jj^,j to pay the tax tiinwelf ""’'“J^fting provision 

SiCl g .3 the income without such deduction (The existing pr 

IS confined to salary ) . . 3 ,„„rp 

Ex at rg Sec A provision has been added to the * f^e tax on 

•8A (0 payment of tax will not apply in respect of income lax 
DVtCi 3X5 dividends . 

Exet n> Sec The rate of interest to be paid by ®“^®%iSnn 

t 8 A( 4 f ptc- does not pay advance tax o" 

^ 3 . fifteen days of the dale on which >ncorne a rec 
Draft a a« been reduced from 6 per cent to 4 per cent 

ExitftgSce Interest payable by an assessee m a case where the 

Mil •“ estimated by him falls short of 80 per cent of the ta ^ 
D.ndl >73 regularly assessed, is made to run not from the 1st day o 
^ January of the year of payment but from the 1st aay v 

April of the next financial year 

Exj«uog Sec The rate of interest payable by an assessee in c®ses o 
under-estimate of advance lax has been reduced from o p 

D'»ftClaa4 

ExstngSec Instead of the general notice requiring all 

”0,)^ submit a return of income, a proMsion has been rnaae i 

Mwli the compulsory submission of the return by every » 

' ^ ^ ' who is assessable m respect of his income or in respect 

any other person’s income The return will have to o 
submitted by the 30lh June, each year 
Ex sting s« A provision has been added to the effect where a return 
“ fpp, 01 income is sent to an Income-tax Officer who has no juris- 

(i) (b) diction over the assessee, he shall forward it to the Income- 

tax Officer having such jurisdiction 
Rising Sec ^ provision has been added clarifying the pov.er 
l^t a J 46 the Income-tax Officer to make such inquines as he may 

(j) think necessary for the purpose of assessment 

^•tingSec A new provision has been added requiring the Income 
thafi Cl 146 1®^ Officer to give the assessee an opportunity of rebutting 
{ 3 ) auy material which is proposed to be used for the purpo®“ 

of assessment (An excention has however been made toT 
‘best judgment” assessment) 
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The power of the Income-tax Officer to take into ac- Existing Sec. 
count material gathered by him (in addition to the evidence 23 
produced in the case) for the purposes of assessment, has c:*- H7 
been clarified. 

' It has been made clear that a “best judgment” assess- Existing Sec. 
ment is to be made after consideration of the material =3 (4) 
which the Income-tax Officer has gathered. ( 1” ' 

An indication of the material which the Income-tax Existing Sec. 
Officer may use in an assessment under section 23 ( 3 ) , or 23- 
23 ( 4 ), has been given. Draft Cl. 149. 

A specific provision has been added laying down the Existing Sec. 
right of set off of loss from one business against profits in 24 (i) 
any other business. Draft Cl. 72. 

The provision relating to set off of losses has been Existing Sec. 
modified in respect of set off against capital gains. A loss 24 (i) • 
sustained under any head other than capital gains cannot Cl. 73 
be set off against capital gains, undei the provision as 75- 

proposed. 

In respect of the assessment of a person about to leave Existing Sec. 
India, it has been provided that the period of notice to be 24A 
given by the Income-tax Officer may be shortened even in Draft Cl. 184 
respect of the assessments for earlier previous years. 

For the assessment of a person about to leave India, a Existing Sec. 
time-limit of three months has been provided for complet- 24A.,, 
ing the assessment, where the assessment is made under the cl. 184 
special procedure given in existing section 24A. cl- 

The section relating to partition of a Hindu undivided Existing Sec. 
family has been made applicable in respect of partial parti- 25A • 
tion also. Draft Cl. 181 

(4)- 

A new provision has been added laying down which ex sting Sec. 
Income-tax Officer is entitled to assess a Hindu family after 23A 
its partition. Drafi Cl. 181 

The provision relating to assessm'ent after partition has Existing Sec. 
been extended to penalties and other sums. 25A D aft 

Cl. 181 (8). 

A definition of partition has been added. Ex ‘sting Sec. 

25A 

D aft Cl. 181 
Expln. 

It has been made clear that an application for the regis- Existing Sec. 
tration of a firm may be made even after the dissolution of 26A Draft 
the firm. Gl. 191 (2). 

The provision (at present contained in the rules) relat- Existing Sec. 
ing to the time within which a firm should be registered 26A 
has been modified. It has been provided that the applica- Draft Cl. 191 
tion should ordinarily be made before the expiry of the 
previous year in respect of which registration is being ' 
sought. 

The provision requiring that the individual shares of Exist ng See- 
the partners should be “specified in the partnership dead” =6-'^ 
has been altered, so as to allow registration where the shares, 



Fisung 
^ 26A- 
Draft O 
i 9 « (7) 


Exjing 
S«c 26A 
Draft 

a igj (*) 

Fjciting 
Sec. a6\ 
Draft 

Cl 192 {4) 
Exstiog 
Sec aW 
Draft 

Cl 193(1) 


Exist ng 
Sec a6A 
Draft 

Cl 193(5) 

Exiiirg 
See ,0 ( ) 
Draft 
Cl 354 


latmg to ^ Sere if no change m the 

has been modified ^“"8 ^ ^aj,es of the partners, a 
constitution of the firm or tn necessary and 

formal application for will the 

It would suffice if the fim . *we has been no 

return of the income, to the effect that there nai* 
change as aforesaid 

A provision prohibiting the Income-tax Mcer f 
reieclmg an application for registration of a Brni on teen 
meal grounds has been added 

A time-limit has been preinded wdhm which an apg- 
cation for registration of a firm must be disposed 0 y 
Income tax Officer 

It has been m’de clear that the only ground o" 
the registration of a firm ™u.'?h7re an 

ticn It has also been provide that O'® 8™ “a that 

opportunity of being Wrd before cancellation, anu m 
cancellation can be order^ only wth the previous app 
val of the Inspecting Assistant Commissioner 

A time limit has been laid dov.n within which regis- 
tration cf a fiiTO can be cancelled 


Draft a 
259 E*Fl 


It has been made clear that an oojecuon , 

status under which the a^essee is assessed can be raisea 
by way of appeal 

A new provision aulhorismg appeals in respect of 
orders passed under existing section 35 (rectification 
mistakes etc ) has been added 

Various orders relatmg to mterest passed under sec- 
tion 18 A (advance payment of tax) have been made ap- 
pealable in appropnate cases 

The following orders have been made appealable 

( 1 ) An order passed by the Income tax Officer on an 
assessees application for withdrawal or canceUa- 
lion cf a recovery certificate issued to the Collec- 
tor , 

( 2 ) An order passed by the Income-tax Officer refusmg 
an assessee’s request to treat him as not m de- 
fault in view of an appeaL 

It has been made clear that an Appellate Assistant 
Commissioner, m disposing of an appeal is not confined to 
the grounds raised by the appellant m the appeal and may 
redetermine any matter which fell to be decided by the 
Incomedax Officer in the course of the proceedmgs which 
led to the order in appeal. 
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Appeal to the Appellate Tribunal is replaced by ap- Existing 
peal to the High Court, and the Tribunal is to be abolish- 3- 
ed. Cl. 260(1). 

It has been made clear that> an order passed by the 
Appellate Assistant Commissioner rejecting or refusing an 
appeal without a decision on merits is appealable. ci. 260 (i). 

The power to reopen an assessment any time, where the Existing 
income that has escaped assessment in the past amounts Sec. 34^W> 
to one lakli of rupees or more, has been modified. itern(ii)! * 

Only the incomes for the sixteen assessment years 
prior to the year in which a notice under section 34 is 
issued wiU, it is proposed, be taken into account in arriv- 
ing at the figure of one lakh of rupees or more. It has, 
however, been added that where the income which escap- 
ed assessment ih a single assessment year is at least fifty 
thousand rupees, the assessment for that year can be re- 
opened at anytime. 

A new provision has been added prescribing a time- Msting sec- 
limit of four years for the completion of an assessment in 
the case of a notice under section 28(3) read with 28(1) 

(c) (penalty for concealment of income etc,). 

It is proposed to allow the Department a period 
least one year for the completion of an assessment in a oraf^cla^c 
case where an' assessee files a return or revised return j 6 o (i) (c;. 
under section 22(3). 

A new provision has been added prescribing a time-^'sting 
limit of four years for the completion of an assessment ^ 34 (3) 

under section 34(1) (a) (i.e., assessment for income which clause 160 
escaped assessment by reason of the assessee’s omis- ( 2 ). 
sion or failure to disclose the material facts). The time- 
limit will be counted from the end of the financial year 
in which the notice was issued. 

A provision has been added to the effect that while Existing Sec- 
computing the period of limitation laid down by the Act 
for the completion of assessments, any period during , 6 o,^^ln.^i 
which assessment proceedings were stayed by an order of 
a court will be excluded. 

A new provision has been added empowering the re- Existing sec- 
vision of the assessment of a member of an association in tion 35 
a case where the assessment of the association itself is re- clause 
vised. * 162 ( 2 ). 

(Existing Section 35(5) may be compared.) 

With reference to the provision that where a re-assess- Existing Sec- 
ment etc. has to be made in consequence of an order passed tion 34 (3) 
on appeal or other proceedings in respect of the assessee or Dtaft Clause 
any other person, the time-limit for assessment would not nadoS^J^' 
apply, two Explanations have been added explaining the and 3. 
scope of the provision. 

With reference to the provision that if a cornpany does E’tisting s c- 
not pay the tax on its profits within three years after de- Draft all e 
daring the dividend the tax will be recovered from the 162 (.].). 


\ 
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holder .. -i 

the en"d ef the year tn wtach 

the company is assessed 

to .B Sec- A new prevision ’’ 1 “ ^ 4 'smen't'’for ™e purpose 
t -a 35„ come tax OfBcer to reopen an a^essme deduction 

” ?L°i'°p™Suto previa f ^%h?uld hivXen“a?S te 

existing section 8) 

Ex i ng It has been made clear 'of^ documents 

Se«on 37 of the court with reference to f authority 

^ « and examination oi witnesses the Income-iax 

° should follow the same procedure as a civil court 

A new provision for return oi docum**"*! addS" 

any person before an Income-tax authority h 

The previsions relating to assermcnl of guardians 
trustees managers Court of wards un^er one 

agent of a non resident etc have been ct ^^'”®‘opore^senta 
topic under the group of sections relatmg to Represeni 
tive assessees 

A new provisim has been added lim-tmg 

of all representative assessees (tc HSs in 

agents of non residents etc ) to the extent of f 
their possession (Special remedies a'^ailable agains 
tarn representative assessees have of •ourse been saveoj 

Exitog A new provision has been added to the f®®®^ e..e 

See 40 14a person liable to be assessed as a representative asse 
^ (» ® trustees guardians agents of non residents etc ) w 0 

Cl 170 (3I assessed under the general charging section (sect 

3 ) in respect of the income conceried 
Ex* ng A new provision has been added empowermg ® 

Secs 40 41 42 sentative assessee to recover tax pud by him from the p 
son represented by him 

E*»tnR A provision has been made to the effect that a 

0*17*2 tentative assessee who parts with the aasets without pay 
‘ ment of tax is liable personally 

The provision for mode of computing tax for income 
received by a Court of wards trustee appomted under a 
a deed m writing Admmistrator general etc in 
%/here the mcomo is not specifically receivable on behau 
of any one person or by where the individual shares are 
not kn-'WTi has been altered in two respects — 


Exs ng 
S«ton 37 
D afi 

O 136 (4I 
Exitng 
See. 404 
and 42 
Dnf a 
169 etc 


Exitng 
See 40 41 
and 42 
DraTi O 
170 (2I 


in proviso. 
DiTtO 

174 pani 

paphi (a) 
and (b) 


(1) regarding income-tax it has been provided that it 
should be charged as the income of an association 
of persons or 3 die inccme is received by a bene 
ficiary, then at the rate applicable to the bene- 
ficiary if the Income tax Officer so directs 
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(2; as regards super-tax, it has been provided that it 
should be charged in all cases as if the income 
■ were the income of an association of persons. 

A new provision has been added allowing the Income- Existing 
tax Olficer to continue assessment proceedings, started be- 
fore the dissolution etc. of a firm or association or the dis- ^gg and 
continuance of its business; against the persons who were igg (2). 
partners or members. 

With reference to the provisions for charging tax in Existing 
the case of shipping business, it has been made clear that Sec. 44B (3). 
the rate applicable is one in force for a company which has 
not made the arrangements for deduction of super-tax on * ~ 
dividends under existing section 18(3D). 

The provision regarding income arising to a non-resi- Exsting 
dent from a transfer etc. governed by section 44D has been Sec. 44I) (t). 
slightly widened. Under the present provision, only 
come arising from the transfer is taxable under this section. ^ 

Under the provision as proposed, any income of a non-resi- 
dent which the transferor has power to enjoy will be co- 
vered by this section," (if the power to enjoy itself arises 
from the transfer). 

The existing provision, whereunder a sale of securities Existing 
is disregarded where there is agreement to buy back such See. 44E (i). 
securities by the owner of the securities, has been widened Draft ~ 
by removing the requirement of an agreement to buy those 97 (»)• 
securities. The provision as proposed will be applicable to 
all cases where the transaction of sale and repurchase of 
securities results in advoidance of tax. (The provision will 
not. of course, aply if there was no avoidance or if the 
avoidance was not systematic). 

Under the existing provision, where a person transfers Existing 
securities before the declaration of the dividend, the in- Sec. 44F. 
come attributable to the period upto the transfer is deem- Draft 
ed to be the transferor’s income. Under the provision as 97 (s)- 
proposed, however, the income for the whole year will be 
deemed to be the transferor’s income if there is avoid- 
ance of tax. It has also been provided that the avoidance 
need not be of more than ten per cent, of the amount of the 
income-tax. 

A nev/ provision authorising the Income-tax Officer Existing 
to extend the time for payment of tax or to allow payment 
by instalments has been added. Consequential provision 
for failure to pay instalments etc. has also been added, ^4). 

The present provision regarding the imposition of a Existing 
penalty on an asseessee in default has been modified. 46 (O- 
Penalty has been replaced by penal interest at the rate of nraff*"^^ 

10 per cent, per annum, which will run automatically from ci. 230 (i) 
the date of default, and no expre^ orders by the Income- 
tax Officer will be necessary. In consequence existing sub- 
section (A) has been omitted. 



The various modes o* reco'^ry which a 
adopt when the Income-tax Officer sends a certiBcatc w 
been listed m the draft clause, 
cedure to be followed by the Mlec or 
bodied m the Schedule which will be a seh^niam™ 
Cede A uniform system will thus be 
of the existing procedure which applies the Revenue 
of each Slate 

It has been made clear that fhe lnrome-tax Officer ^ 
send a recovery certificate to the^ Collector -p-- 

jurisdiction the assessee resides or ^ames on 
etc or has properly Further, it has been 
the certificate can be sent to the Collector of an> 
m any part of India. 

A orovision debarring an assessee from 
before the Collector the assessment which led to tne is^u 
of the recovery certificate has been added 
withdrawal or correcticn of the certificate by the inco 
tax Officer has been laid down 

The provision authorising the Income tax Officer fo ^ 
cover tax by any process contained in any 
has been narrowed doun, by limiting it to only one moo , 
namely distraint and sale of movable property. 

The power of an Income-tax Officer to attach 
IS sought to be limited to that portion of the salary w'nicn 
can be attached by a civil court 

A new p’‘oviston has been added empow enng the In- 
come lax Officer to apply to any court in which any money 
ot the assessee is lying, for payment of the money to dis- 
•'rge tax due from the assessee. 

A new provision has been added requiring the ovmer 

of ships or aircraft carrymg passengers for destinations 

O «ii (4I beyond India to submit periodically lists of such passen- 
< 5 l gers 

A new provision has been added to the effect that a 
claim for refund should be made in the prescribed form and 
verified m the prescribed manner 

A new provision has been added to the effect that if 
the Income-tax Officer does not dispose of a refund applica- 
tion within three months, the Government shall pay 
terest at the rate of 2 per cent per annum on the amount 
that IS ultimately found to be refundable 

The provision penalismg a person who makes a false 
sta^ment m a verification is sought to bo extended so as 
^ be applicable to verification under any provision of the 

5*(a) 1 ^ proinsion has been added authorising the dis- 

B Officer of the substance of the 

14. (3) (0 matenal gathered by him for the purpose of a “best judg- 
ment assessment 


Exiling 
Sec 46 (a) 
Draft a 

aji read 

with the »e- 
Cond Sche- 
dule 


Sec 46 (a) 
Draft 

a a^a 


Exiiuyi; 
See 46 (a) 
Draft 
a a33 


Exiting 
See 46 {3J 
Draft 

a a3i(5) 
Exuting 

Draft Q 
835 (a) le- 
cond pan 
graph 
Exiting 
See t6 
Dnfi a 
« 3 S Ul 
Ex tllDg 
Sec 46 
Draft 


Existing 

Sec 48 

Draft 

a 249 (0 


Tjuit ng 
Sec. 52 
Draft 
a 236 
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A new provision authorising the disclosure by an In- Existing 
come-tax Officer of accounts of assessees which are cif^' 

with him and are required by a court, has been added. Simi- 
larly, a provision allowing the disclosure of registered 
documents of which copies can be obtained imder the Re- 
gistration Act, or of documents like balance sheet, audit 
report etc. prepared under the Companies Act, has been 
added. 


A new provision authorising the disclosure of informa- Existing 
tion required in connection with levy or realization of 
ether Central taxes (for example Wealth Tax, Estate Duty 
Tax etc.) has been added. 


It has been made clear that the privilege conferred Existing 

by existing section 54 can be waived by the assessee. See. 54. 

. Draft 

Cl. 142. 

With 'reference to the exemption in respect of super- f;xisting 
tax on dividends received from an Indian company en-Scc. 56A. 
gaged in certain industries, the conditions to be satisfied Draft 
by the Indian Company paying the dividend have been set * 
out in extenso, unlike the existing section which merely 
makes a cryptic reference to section 15C. * 

A new provision has been added authorising the Com- 
missioner to relax the conditions for the recognition of a “ * 
provident fund, in the case of provident funds established q, 289 (i) 
under the Employees’ Provident Funds Act, 1952 and ex- Provi. (a), 
empted from the operation of the scheme under section 17 
of that Act. 


A new provision allowing the deduction of contribu- Existing 
tions paid by an employer towards a recognised provident 
fund has been added. ^ a 

It has been made clear that an approved super-annua- Existing 
tion fund should satisfy not only the conditions set out in Sec. 58N to 
the Act, but also the conditions to be imposed by rules 58-V. 
made by the Central Government. Draft ci. 307 

A new provision has been added to the effect that Existing 
where there is a repugnancy between the rules of an ap- Sec. 58N to 
proved superannuation fund and any provision of the Act, Draft 
the latter shall prevail. - 3°? (sl- 


it has been made clear that the provision for deduction Ex'sting 
of income-tax on contributions repaid to an employee from Sec. 58S (i) 
an approved superannuation- fund applies not only to the Draft 
employee’s contributions but also to the employer’s contri- 3*2- 
butions. It has also been made clear that payment of con- 
tributions to an employee on death or termination of em- 
ployment does not come within the scope of this section. 

A new provision has been added laying down elabo- Existing 
rately the power of the Central Government to make rules Sec. 58N to 
in relation to approved superannuation funds 58-V. 

Draft CI.317 



Emimg A MW provision has been 

Sfc 59 tral Board of Revenue to make rules relating to 
Cl 329 (2) (1) registration of mcome-tax practitioners who are 

not lawyers or accountants , 

(11) constitution o! an authority to diswplmary 
action against such income tax practitioners , 

(ill) issue of income-tax verification certificates 
Exist ng Provisions relating to exemptions for tax etc to ^ 

^ ^ granted by notification by the Central Government are pro- 
(omturt ’.n posed to be deleted as obsolete ^ 

Exstn«^ The power to grant relief in cases where 

Sec 60 (2) in arrears or m advance etc , which is at present co 
Draft a 90 salary or profit in heu of salary, has been extended to 
perquisites also 

The right of any lawyer to appear before an 
tax authority is sought to be confined to legal practitio 
entitled to appear in a civil court (Persons actually 
practice at present will not be affected ) 

fiwsi It is proposed to exclude persons who are not Char- 
(« Uvii Draft ter®d Accountants or aulhorised to audit the 
a 324 (8) companies under section 226(2) of the Ccmpanies Act, ly^ 
E*pl« from the category of “accountants” entitled to appear ^ 
324 (a) M fore an Income-tax authority (Persons actually m prac- 
tice at present will not be affected ) 

The category “Income-tax practitioner” is to be abolish- 
ed for the future, except as regards per«ons already m 
practice 

Existing Sec The power to take disciplinary action against income- 

C! m**' practitioners other than lawyers and accountants 

3 4 14) which IS vested in the Commissioner at present is proposes 
to be transferred to an authority whose constitution would 
be laid down in the rules 


Exist ng 
S-e 6i (a) 
(>0 D aft 
a 381 ( 8 ) 
(>0 


St Consequent on the proposed abolition of the Appellate 
66 provi Tribunal provisions relating to references to the High 
t onO omitted Court have been omitted 
la the draft 


Existng With regard to the assessment of persons carrying oii 

Schedule general insurance business it has been made clear that 
s*^dui?‘^*'^‘ deductions for depreciation must be allowed as entered m 
niiesCa)’ ^^6 accounts prepared under^the Insurance Act, and can- 
not he questioned by the Income-tax Officer 


(N-w) Draft 
a 70 


Unexplained cash credits, appearing in the books 
accounts Of the assessee, have been made assessable 
his income 


of 

as 


g-w) Draft Investments not appearing in the books of the assessee 
' and not explained satisfactorily have been made assessable 

for the financial year m which the investments were made 
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A new provision has been added laying down the 
position regarding liability o^ an executor to pay tax in res- 
pect of the income accruing after the death of the person 
whose estate is being administered. 

It has been made clear that in cases where tax is de- 
ductible at source or payable in advance, some kind of 
“charge” of tax is implied. 

Power has been conferred on the Supreme Court to 
make rules regulating the procedure to be followed by the 
High Court in disposing of appeals under the Act. 

A new provision has been added providing that income 
once charged to tax shall not be charged to tax again in 
the hands of the same person. 

A new provision for the service of notices after the 
partition of a Hindu family has been added. 

A new provision has been added requiring every In- 
come-tax authority to endorse dociunents placed on the 
file and to refer to the documents in any order which is 
based on the document. 


(New) Draft 
Cl. 178. 


(New) Draft 
Cl. igg. 


(New) Draft 
Cl. 277. 


(Netv) Draft 
Cl, gig. 


(New) Draft 
Cl. 321 (i). 

(New) Draft 
Cl. 323. 
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LIST n 

Changes recommended m the Income-tax Act bat not 
“ embodied m Appendix I 

Besides the changes already “Je^rewS 

the draft proposals in Appendix I) 

The reasons m support of these chai^K 
stated heloi\, or. in the body of the report or the 
to the relevant draft clauses — 

(1) The provisions for taxing Oie income 
t.on 4 (i)(b) which accrued outside India in past 5 e should 

(■») brought into India m the accounting year, shouia 

be deleted' 

Ex rting See (2) The Category “not ordinarily resident” may be 
tons* 4(0 totally deleted* 

Sind Prov . 

1 ^*. f. If tbe provisions relating to persons not or^^y 

^ sident are retained some clarification of ^be exutrng 
nition IS necessary, so as to setUe^lhe conflict of dews 
mentioned m the body of the report 


todn* See. (3) The provision relating to income -wlncb ac^ 
4 (0 m a Part B State or a merged territory before the wen 

' Sion of the Income-tax Act thereto and whi^ »s brou^ 

into any other part of India thereafter, should be omitiea. 
as obsolute* 


E*pl 4 


ExjcirgSec- (41 The existmg words ‘subject to the provisions oJ 
lion 4 ( 3)10 clause (c) of sub-section ( 1 ) of section 16 contained m 
existing section 4(3) (i), opening line, should be deleted 

Exiling See ( 5 ^ ^Vhether the provision authorising the Director of 
uun 5 ( 8 ) Inspection, the Commissioner etc to issue instructions i 
subordinate officers should be retained, may be consider- 
ed* 


Exiitinr Six ( 6 ) The limit of one-fifth of the salary laid down af 
^^7 {»).»« present m respect of rebate for sums deducted from sala^ 
for deferred amunit es etc should be raised to one-fouith 
on ihe lines of section 15(3) as amended by the Finance 
(No 2) Act 1957 


' I rare 
(d) 


oflbcbody of this Rrpon, ih-s relateito draft cUu.e 4 ('l 


•Kidepara 22 ofthrbodr ofihsRcport and para (t) of notraiodraft 
clause 6 and also para (3) of notes to draft clause 4 
•Seepara 33 of the body of thi Report 

* Vtrfepara. 22 of the body of this Report and note* to d aft claue 4 ' 

(ii) seciynd sub-paragra;di 

• Vuit notes to draft clause 12, para 9 (h) 

« 1 K/e the second para notes to draft clause 130 
» V sir the second paiagra{di of tj-e 00 es to draft clause 88 (i) («) 



73 


( 7 ) In existing section 7 ( 2 ) (iii), the words “wholly, Existing Se^ 
necessarily and exclusively in the performance of his du- 7(2) (uO- 
ties” may be replaced by suitable words connoting expen- 
ses reasonably incurred in the performance of duties*. 

(8) The deduction of one-half, of the taxes levied by a Msting Sec- 
local authority is at present allowed only in respect of pro- 

perty occupied by a tenant. No such deduction is allowed 
where the property is occupied by the owner himself. There 
is, however, no reason why this deduction should not be 
available in the case of property occupied by the owner. 

There is no apparent justification for making a distinction 
between the two classes of properties^ 

(9) Certain special statutes lay down the rates of de- Existing Sec- 
preciation for vmdertakings governed by those statutes. It t'on lo (=) 
has been suggested that the rates of depreciation allowed 

by such statutes 'for the purposes of those statutes should 
be made applicable for purposes of income-tax also, in re- 
lation to those vmdertakings. If the same rates are adopt- 
ed, the assessees owning such undertakings would be saved 
a lot of trouble and duplication of labour. 

This question requires consideration -by the Govern- 
ment’. 

(10) Where machinery, plant or furniture is let on hire listing Scc- 

and the income from hire is assessed under head “Income (3) 

from other sources”, the Act allows the assessee certain 
deductions on the lines of income from business. The 

list of deductions so allovved, as given in existing sections 
12(3) and 12(4), does not mention the deductions referred 
to in existing sections 10(2) (via) and 10(2) (vib) i.e., the 
additional depreciation allowed for new building, machi- 
nery etc., and the development rebate allowed for new ma- 
chinery etc. These should be added in sections 12(3) and 
12(4) as they stand on the same footing as normal deprecia- 
tion*. 

( 11 ) The question of making a provision for the spread- Mating Sec- 
over of income in the case of patents on the lines of exist- 

ing section 12AA should be considered’. 

(12) The method of calculating the cost of acquisition Existing Sec- 
of an asset in the case of capital gains, may be simplified B (a) 
by substituting the fair market value or the actual cost, ® ^3)- 
in place of the present complicated provisions*. 

(13) The Income-tax Officer (or, preferably, the • Ins- Existing Scc- 
pecting Assistant Commissioner should issue a certificate 

to an institution qualifying under existing section 15B, so 

* Vide notes to draft clause i6 (iv), in paragraph 6 of the notes to draft 
clauses 15 to 17. 

* 1 his relates to draft clause 34 (i) (i). ♦ 

^ This iclates to draft clause 33 (1) (i) j.nd (ii). 

* This relates to draft clause 60 (ii). 

' Vide notes to draft clause 187, last para. 

' Vide notes to draft clause 51. 
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that assesaees makmg donations llS 

not prove in each individual case that the 
within the section* 

Ennas &c (14) The provision tor grossing up of dividends should 

t on i6 (2) be simplified 

The question of requiring companies to deduct lax 
from dividends may be considered* 

ErasgSic (15) Regarding Erossing up of dividends, it ^ 

t on iG (2) recommended that where a dividend is declared o 

fits taxed in earlier years, and there are no liable Pron^ 
of the company m the year of declaration of the 
the grossing up should be allowed at the rate wh 
have been applicable to the company in the year o 
ration if the company had got any taxable mco 
would clarify the position* 

ExiineSM (16) Under existing section 16(3) the 
ton 16%) to a wife from her membership of a firm m ^hich he 
band is a partner is included in the total income of tne 
band In modern tunes however, a ^^^66 g. 

partnerships have come into existence m which tne 
contributes substantial capital or renders active 
by virtue of her professional qualifications It is rw 
mended that the provision in question shomd not app J 
to professional partnerships in such cases (The case « 
wife working m partnership with her husband as a floci 
or lawyer may be cited as a typical example ) 


It may be noted that the provision in question 
enacted at a time when women had no resources of tn®ir 
own and had not joined the learned professions „ 

charges in economic and social conditions that have t^^ 
rface in modem times the provision must be modinec 
This wiU also be m accordance with the spirit of article 
of the Constitution since it will place husbands and wives 
on an equal footm^ 

Ex It ng s«e- (17) Capital gains should be completely excluded from 
t w 17 (6) the total income of the assessee for the purposes of super 

and 17 (7) ^ 


ExstngSec (18) The Correct construction of existing section 
and * » second Proviso should be examined with refer* 

Prov so ° alternative draft given in the notes’ 


> I idgtlielastparai'raph ornotestodraft clause 89 

• V para <o rfthe body of th * Report and also notes to draft clause 59(2) 
' Fiif< notes to draft dame S9 (3) 

• Th s relates to draft dause 59 (a) 

• TTut lelate, to draft dame 67 ( ) 

• Vide notes to draft dame 135 last para 
^Vdt notes to draft datisc 323 (i) 
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(19) A separate form of return should be prescribed Sec- 

tor losses incurred by an assessee, which the assessee 

wishes to carry for%vard\ 

(20) The existing provision regarding assessment of fesfing Sec- 

registered firms, resulting in double taxation of the same =3 (5) a 
income to some extent, should be deleted\ ' 

The provisions for registration of firms should not be 
administered in a hyper technical manner’. 

( 21 ) The present anomalous position regarding assess- Ex'sting Sec- 
ment of companies in respect of distributed and tmdistri- t.on 123 A. 
buted profits should be removed. The anomaly arises from 

the fact that existing section 23A of the Income-t^ Act 
encourages the maximum distribution of profits, while the 
provision in the Finance Act aims at the minimum distri- 
bution of profits*. 

(22) It is further recommended that a provision should ^ ting Sec- 
be added to the effect that in passing an order under exist- = 3 A. (i) 
ing Section 23A(1), the Income-tax Officers should also 

take into account the current business requirements of 
the company. He should not pass an order under the 
section if he is satisfied that having regard to current busi- . 
ness requirements, the declaration of a larger dividend 
would have been unreasonable’. 

(23) An assessee should, along with his return of Ex^'sting Sec- 
income, pay tax on the basis of his return: An order of won 23 B (1). 
provisional assessment by the Income-tax Officer should 

not be necessary. Such a system of voluntary payment of 
tax by the assessee will save considerable time of the 
Department*. 

(24) It should be considered whether it is necessary t^ Existing Sec- 

retain the concessions allowed by existing sections 25(3) =5 ( 3 ) 

and 25(4), relating to discontinuance of or succession to 

business assessed imder the 1918 Act. The lapse of time 
since the 1918 Act would seem to render this provision im- 
necessary'. 


* This rdates to draft clause 143 (3). 

* Vide para 65 of the body of this Report and notes to draft clause rfio 

(3)- ^ 

= F^rparaes of the body of this Report. This relates mainly to draft 
clauses i8g and tgo. ^ 

* Vide the last three paragraphs of the notes to draft clause 113. 

^ Vide para. 54 of the body of ths Report. This relates to draft clause 
113 \- l - 

* This relates to draft clause 145. 

' Vide the last paragraph of notes to clause gi. 

6 — 1 Law Com./58. 
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Existing Seo« 
tion 3t 


(25) Appeals against assessments of “ “ 

cess of ru^es one lakh should be heard by the Com^ 
sioner and not by the Appellate Assistant 
as at present' Other appeals should be heard by senior 
officers whose scale of pay is attractive . 


Exiling s<-c- (26) It is recommended that a notice under section 

turn 34 (0, gjiouid not be issu^ in any case after the expiry o^ * 

(ii) ^ teen years from the end of the assessment year in w 
the income was first assessable*. 


Exiiting Sec- 
tion 40 (1) 


(27) Existing section 40(1) should not make a men- 
tion of trustees It should be confined to guardians 
minors and committees and managers of lunatics an 
idiots* 


M C SETALVAD, 

• (Chaiman) 

M C CHAGLA, 

K N WANCHOO, 

P SATYANAHAYANA RAO. 
N C SEN GUPTA, •• 

V K.T CHARI,* 

D NARASA RAJU.* 

S M SIKRI,* 

G S PATHAK* 

G N JOSHI, 

^ R A PALKHI\*ALA 

K SRINIVASAN 

DURGA DAS BASU. 

Joint Secretones 

New Delhi, 

The 26th September, 1958 


Be» dej Dr Sen Cnp«» and Shn Nar»ja Ran and "athak, who ^ 
mention^ ,n the foovaiding letter, Shn Chan and Shri Sikn have »l»o 
authorsed the Chainnantonsn thereport ontheir behalf 
‘ Sec pari^aph 103 above 
* Vfde para 63 (7) above 
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F. Succession to business, profession or vocation. 

Succession to business. ...... Sec. 26 (2). 

G. Partition 

Assessment after partition of a Hindu undivided family. Sec. 25A and New. 

H. Shipping business of non-residents 

Shipp'ng business of non-residents. .... Secs. 44A, 44B and 44C. 


I. Recovery of tax in respect of non-residents 
Recovery of tax in respect of non-res dent frem his assets Sec. 42 (i ), rst Prov. 

J. Persons leaving India 

Assessment of person leaving India. .... Sec. 24A. 


K. Discontinuance of business or dissolution 
Di continued business. ...... Sec. 25 (i). 

Dissolved assoc ation of persons. .... Sec. 44 part. 

L- Special provisions for certain kinds of irtcome 
Royalties or copyright fees for literary or artistic work 
and fees for patents. ...... Sec. 12AA. 

* M. Liability of State Governments 
Interest on income-tax free seairities of a State Gpvem- 
ment ' . Sec. 8, 3rd prov. 
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Qause Subject mstter Exuuag lecuoa 

CHAPTER XVI 

SPECIAL PROVISIONS APPUGABLR TO FIRMS 
jlssesstnmt 

189 Assessment of regii(«ed&au . . Set 33 (5) (a) 

190 Assessment of Hnmpstesed • » S®c 83 {5) (b). 

RtgutrtMn 

jgj Application for registration . . .Sec aOA part 

103 Procedure on receipt of application . • Sec a6A (a) past 

Sec. 23 f#Jpart, 
and New, 

193 Cancellation of segistrttiofi . . • . New and Sec, 23 (4) part 

Ciaxtfft/i itmiituiien, SW/mijm a>J JisttlultBH 

194 Change 10 constitution ofa firm . . . Sec 28 (r) 

19s Succession of one firm by another finn . • • New. 

ig6 plnn dissolved or business disoantinued . • Sec, 44 part 

OAn 

197 Other provisions . . . New 

chapter xvu 

SPEaAL PROVISION RELATINC TO COMPANIES 

198 List of provisions applicable (0 conpanies . New 

CHAPTER XVin 

COLLECTION AND RECOVERY OF TAX 
A-~'Cmra! 

spg Deduction at soutce and advance payneiu . . > New 

200 Drect payment . . . . . See tg 

&— al taunt 

sot Salary . . . , . . . . Sec jB (2>, (»A) & (aB) 

302 Interest On Securities . . . Sec (B (S) pan, {3A) 

‘ part. 

203 Dvidends , ... Sec «B (3D) part 

204 Oihetsums . . ... Sec jB (3B), (3C) parts 

205 Certificate for deduction at lowcrrate Sec. »B (3>. (3A). (3B) 

(3C). ( 3 D)» Par“ 

3iaf Ttx tfeiatctuir a n scoiw f tw ei y erf . , Sec 18(4) 

207 Credit for Ta* deducted ...... Sec 18(5) part. 

aoQ Duty of per'On deducting tax , , . . Sec. 18(6) 

209 Gansequences of failure CO deduct or pay , , Sec 18(7) 

ato Deduction only one mode of recovery . Sec. 18(8). 

211 Certificate for tax deducted Sec 18(9) 

312 persoiis responsible for paying ,3. E^p} 

213 Bar against direct demand a„e»*ee . . Sec, 7(1), and piov 

814 Saving regarding tax deepied to have been paid on 

dividendi ...... New 
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Clause Subject matter Existing section 

G — Advance payment of fax 

215. Advance tax and income subject to advance tax . . Sec. j8A (i) (a) part. 

216. Condition of liability to pay advance tax . . . Sec. i8A(i) (a) part. 

217. Computation of advance tax Sec. 18A (i) (a) part and 

New. 

218. O-der by Income-tax Officer ..... Sec. i8A(i) (a) part 

219. Instalments of advance tax Sec. i8A(i) (a) part and 

(i)(b). 

220. Estimate by asses.see ...... Sec. i8A(2) & (3) 

221. Comm'ssion receipts ...... Section i8A(4) 

222. Interest payable by Government .... Sec. 18A (5) part 

223. Interest payable by assessee ..... Sec. 18A (6) 

224. Interest payable by assessee in cases of underestimate etc. Sec. 18A (7) 

225. Interest where no estimate made .... Sec. 18A (8) 

226. When assessee deemed to be in default . . . Sec. 18A (10) 

227. Credit for advance tax . ..... Sec. i8A (ii) 

228. Exclusion of capital gains ..... Sec. 18A (12). 

D — Collection and Recovery 

229. When tax payable and when assessee deemed in default Sec. 45. 

230. Interest pay ble when tax in default , . . Sec. 46(1). 

231. Certificate to Collector Sec. 46 (2) & 46 (7) Expl. 

part. 

232. Collector to whom certificate is to be issued, . . New. 

233- Validity of certificate and amendment thereof . . New. 

234. Amendment, cancellation or withdrawal, of certificate New. 

235. Other modes of recovery ..... Sec. 46 (7) Expl. part Sec. 

46 (5). (5A), (3), (4) 

236. Recovery through State Government . . . Sec. 46 (6). 

237. Recovery through Collector in Pakistan . . . Sec. 46 (8) 

238. Recovery of ’akistan tax ..... Sec. 46 (9) 

239. Condition for recovery of Indian tax in Pakistan or of 

Pakistan tax in India ..... Src. 46 (lo) 

240. Recovery of Penalties • . • . . . . . Sec. 47. 

241. Tax Cleat ance Certificate ..... Sec. 46 A. 

242. Period for commencing recovery proceedings . . Sec. 46 (7). 

243. Recovery by suit or under other law . . . Sec. 46 (7) Expl. part. 

E — T ax payable under provisional assessment 

244. Recovery of tax payable under provisional assessment Sec. 23 B (5). 

245. Tax paid by deduction or advance payment . . Sec. 23 B (6). 

CHAPTER XIX 

TAX DEEMED TO HAVE BEEN PAID ON DIVIDENDS 

246. Tax deemed to have been paid on dividends . . . Secs. 18 (5) part and 49 B 

CHAPTER XX 

REFUNDS 

247. Refunds . . . . . '. . . Sec. 48 (i) 

248. Person entided to claim refund in certain special cases Sec. 49 F. 



(Xausc Subj«tffianeT tecuon 

249 Fora of d* ai for refund and laa utMtt. 
ajo Refund on appcd etc- 

451 Conectnes>of»si«snientnotiolio<pK»roo «3 Sec 48 (4) 

452 Tnterot 

253 Set-off of refunds agaruiUxrcHianitig payable Sec. 43 F- 


*54- 

255 

456 

=37 

458 


*59 


b6i 


462 

463 
464. 
463 
466 
267 


463. 

469 




CHAPTER Xkl 

APPEALS AND REVaSlOVS 


A—Atptali U A AfftHitte AikH^ CtnmM « 


Appealable orders 
Appeal by partner 

Appeal by person deny ng Itabl ty lo deduct tax 
Fora of appeal andlmtai-on 
Frocedure n appeal 

’’owers of tbe Au-s ani Appellate Commas o^r 


Sec. 30 C»J paf' 

Sec 3a (>) and prov 
See. 30 (lA) 

Sec 30(3) 30 (2) pvt 
Sec. so (1) pail 31 (2) 
{sA> 31 (3) and prov 
(5l and New 
See 31 (3) pan St. New 


3» 

3» 


U ir Oort 

Appealable orders 
Xsm at on 


Fora of appeal 

Towesi and Procedure 

Heanng bv Bencb 

Gomfflun cal on ^ order in appeal 

Costs 

Hefuod coosequezuial on appeal 


Set 33 (0 part 51 (J) pan 
S3 B I3B) I>»f^ *• 

Set. 33 (Opart 33 (») 

53 B (3) P»" 53 («A) 
and 66 (7 V 

S« 33(3)»“*S3B(4>P**i 
Sre. C6 {5) part 
See C6A (1) pan 
See. 6C (3) port 
See C6{6) 

Src- 66 (?) prov and New 


0 —Afptds fa Sapirmf Cntrt 

An>e«l b!e Judgment See. 66A (4) 

F*’wdwe Sec. 65A (3) part New and 

66A(4) 


^—Api>eds tt fie QnCraf BftrA Ri^KUt 
Appeals to the Genirai Board «f Revenue \ev 


tj Cmrnatovr 

471 P.ev.s on oTorderp-ejudcial to Revenue See 338(1)^338(2) 

472 Revj on of other orders Sec. 53 A (0 pan Sec, 

33A(a) part, Sec. 33-^ (3) 


F — Cinwraf 

*73 to be pa d notwiths and ng appeal 

274. Ewcu on for costs awarded by SnpTune Court 

275. Amendineat of assessment on qipcal 


Sec. 66(7) pan & £6.4(s) 
istprtw part. 

Sec 66 A (3) 4Bd prcw 
Set. 3> (4) & 33 ts) »®d fied 
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Clause 

Subject matter 

Existing section 

276. 

Exclusion of time taken for copy .... 

. Sec. 67A. 

277. 

Rules by the Supreme Court .... 

. New. 

278. 

Definitions ....... 

. Sec. 66 (8) & New. 


CHAPTER XXII 

PENALTIES :MP 0 SABLE BY INCOME-TAX AU 

279. Failure to furnish information rcga-ding securities etc. 

280. Concealment of income or improper distribution of profits 

281. Failure to give notice of discontinuanee 

282. False estimate of or failure to pay advance tax . . 

1 

283. Proccdurt 

284. Bar against prosecution 

G H A P T E R^XX!!! 

OFFENCES AND PROSECUTIONS 

285. Fa'Iure to make payments or deliver retu-ns or statements 

or allow inspection ....... Sec. 51. 

q 86. False statement in declaration 800.52. 

287. Prosecution to be at instance of Inspecting Assistant 

Comm'ss'oner . Sec. 53. 

288. Disclosure of particulars by public servants . . . Sec. 51 (2) part. Sec. 

54 ( 5 )- 

CHAPTER XXIV 

RECOGNISED PROVIDENT FUNDS 
Recognition 

289. According and withdranval of recognition • • . Sec. 58B (i), (2), (3) 

& (3A) 

290. Conditions to be satisfied by recognised provident funds Sec. 58 G (i) part. 

291. Relaxation of conditions ... . • • • Sec. 58C (i) part, 58D 

58 S (4). 

292. Repugnancy in regulations Sec.’ 58G (2) 

Treatment of contributions and balances 

293. Employer’s contributions when deducted in assessing his 

income . ........ New. 

294. Employer’s annual contributions when deemed to be 

income received by employee ..... Sec. 58E 

295. Employer’s contributions exempt .... Sec. 58F. 

296. Exclus'on of accumulated balance and Exclusions from 

total income . • . - Sec. 58G (2)8: Sec. 7 (i) 

Expl. 2, prov. part 

297. Tax on accumulated balance ..... Sec. 58G(3)& s8G(i)part 

298. Deduction at sou-ce of income-tax payable on accumu- 

lated balance . . ' . . . • . • Sec. 58H. 

299. Treatment of balance innewly recognised Provident Funds Sec. 58J(i), (2), (3) & (5) 


'. HORITIES 

Sec. 44 E (6) part 
Sec. 28 (i), (2). 

Sec. 25 (2) part 
Sec. 18 A (9). 

Sec. 28 (3), (6) and (5) 
Sec. 28 (4). 



Qatue 


Subjeet matter 


ExHtms leet 


Olitr 

300 Account of Recojn sed Prov deW Funds 

301 Appeal 

3 « Treatment offund transferred by m^loyer W trustee 

303 Ptovii on tela ng to rotes 

304 Appl cat on of tK s Chap e 

305 I>fia tions 


Sec 58 I 
See 58B (4) 
Sec 58K 
Sec 58L 
Sec. SSM 
Sec. 58 A. 


CHAPTER XXV 

APPROVED SUPERANVUATJOV FUXDS 

Appneal s 

306 Approval and v/ thdrawal of approval Sec 58 0 

307 Cond t oM for approval Sec 58P part &. New 

308 Appl cat on for approval See 


309 

810 

311 

311 

913 


3«4 

3>5 

316 

3>7 

3t8 


319 

320 
32 « 

323 

5 H 


TV/etmmt t/ /WitfuntaiidCWniofieiu 


Income ftotn investment 
Employer s eontr but on— deduction for 
Employee 1 eontr but on when eiernpt 
Contt but ons pa d to employee when deemed to be 
income 

Deduct on of tax on conir but on pa d 10 an 
tmpioyee 


See j8 R. part 
See 38 R. part 
Sec 58 R part 

Sre 58S (1) 
See. 3fiS (a) 


Olhtt Ptons tn$ 

Deduct on from pay of and eontr but 00s on behalf of 
employee to be included in return Sec 58T 

L ab 1 1 es of Inuiees on cesui an tS approval of funds Sec. 5&U 
Part cula s to be furnshetJ o rrepect ofSuperanauai on 

Prov s oni relai ng to rules • 

Defin t ons 

CHAPTER XXVI 

MISCCLLANCOffS 


Sec 5BV 
Sec 58N 


^^jOimiHaiiediii Aennoni 
Bar of double taxat on under the Act 
Serv cc of not ce — general 

Seiv ce of nOt ce where fam ly s d anspted oe Gnn 
s dissolved 

Service of not ce in the case of d scontinued btu^nos 
Mark ng of exb b u 

Appearance by au horised representat vc 


New 
Sec 63 

Sec 35 (6J 

Sec 5 i part and New 
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Clause Subject matter 

325. Receipt to be given ....... 

326. Indemnity ........ 

327. Bar of suits in Civil Court. . , . . . 

328. Act to have effect pending legislative provision for 

charge of tax ....... 


Existing section 
Sec. 62 
Sec. 65 
Sec. 67 

Sec. 67B 


B — Rules 


329. Power to make rules ...... Sec. 59 

First Schedule Insurance business .... Schedule. 

Second Schedule Procedure regarding recovery under vari- 
ous modes mentioned in section 242 ( 1 ) New 

Third Schedule Manner of recovery by distraint and sale 
of moveable property under section 
246 (6) New 



Clauses 1*2 
APPENDIX I 


Proposals as inserted in the body of the existing Act* 
(This IS however not to be treated as a Draft Bill ) 
[Corresponding sections of the existing Act are noted 
In the margin, and ad^tions to the provisions of the exist- 
ing Act are shown in the text in italics, wherever pos- 
sible ] 

THE INCOME-TAX ACT, 19 

CHAPTEB I 
PRELIMINARY 

Ihon" titi< ^ called the Income- 

extrai and tax Act, IS- ■ 

cQoimtnee 

(2) It extends to the whole of India. 

(3) It shall come into force on the 1st day of April, 


* 2 In this Act unless there is anything repugnant in 

the subject or cotilext,- 

nl i&e«in« * 

h a(x)] (1) “agricultural income” means— 

(a) any rent or revenue derived from land which is 
used for agricultural purposes, and is either asses- 
sed to land revenue m India or subject to a local 
rate assessed and collected by ofhcers of the Gov- 
ernment as such, 

(b) any income denved from such land by — 

(i) agriculture, or 

(ii) the performance by a cultivator or receiver o* 
rent-in-kind of any process ordinarily employed 
by a cultivator or receiver of rent in Kind to ren- 
der the produce raised or received by him fit to 
be taken to market or 

(itt) the sale by a cultivator or receiver of rent-m- 
kind of the produce raised or received by him 
in respect of which no process has been perform- 
ed other than a process of the nature described 
in paragraph (u) of this sub clause, 

•Jft ihe draft clauses Tcfereitccs «o any other d aft clause have been pul jn 
a condensed form For example ifsectoniSi (blisto be referred to u is 
rfferrcQ tocwiiyas (b) andootai clause (oj of s t6i The object is 
to economise space 

R-fecenceswuhinrectan^arbra heis are to »-ctonsofthe ex stmg A« 
(or, in some cases CO tbe (op c dealt w thin the section referred (o ) 
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Clause 2 

(c) any income derived from any building owned and 
occupied by the receiver of the rent or revenue 
of any such land, or occupied by the cultivator, 
or the receiver of rent-in-kind, of any land with 
respect to which, or the produce of which, any 
operation mentioned in paragraphs (it) and (Hi) of 
sub-clause (b) is carried on : 

Provided that the building is on or in the immediate [s- '-f (0 W 
vicinity of the land, and is a building which the receiver 
of the rent or revenue or the cultivator or the receiver of 
the rent-in-kind, by reason of his connection with the land, 
requires as a dwelling house, or as a store-house, or other 
out-building; 


(2) “annual value”, in relation to any property, means “Annual 

its annual value as determined under section 23... 

[Section re : determination of annual value for income I?’®"'! 
from house property]; 


(3) “Appellate Assistant Commissioner” means a.person “Appellate 
appointed to be an Appellate Assistant Commissioner of ^sUtant 
Income-tax under section 128(1) [Section 5 

( 3 ) 1 ; 


(4) “approved superannuation fund” and “recognised “Approved 
provident fund” have the meanings assigned to them in 

section 318 [58N] and section 305 3°^ “Recog- 

[58 A] , respectively ; ' nised provi- 

dent fund” 
[Netv] 

(5) “assessee” means a person by whom income-tax or “Assessee” 
super-tax or any other sum of money is payable under ^ (=1^ 
this Act, and includes — 


(a) every person in respect of whom any proceeding 
under this Act has been taken for the assessment 
of his income or of the income of any other per- 
son in respbct of which he is assessable, or of the 
loss sustained by him or by such other person 
or of the amount of refund due to him or to such 
other person; 

(b) every person who is deemed to be an assessee un- 
der any provision of this Act: 

(c) every person who is deemed to be an assessee in 
default under any provision of this Act; 


(6) “assessment” includes re-assessment: “Assessment” 

[New] 

(7) “assessment year” means the period of twelve “Assessment 
months commencing on the 1st day of April every year; 

(8) “average rate of income-tax” means the' rate orriv- ruts 
ed at by dividing the amount of income-tax calculated on ofincome-tax 
the total income, at the rate or rates applicable to the total and average 
income, by the total income: 

7 — 1 Law Gom./58 
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“Bus ness” 

{« * «}J 


“Capilil 

fH (<A)] 


‘ Cra*TiI 
Board cX 
Revenue** 

[I 9 (4BJJ 


[» a (5)) 
•«Comp»a> * 
t* a to^)l 




••CfX^jen 
t ve s^xret*’ 

ly bB)] 


Clause 2 

“flierape rate of super-tor” means the rate omfCd at 
by ditvding the amount of super-tar calculated on the 
total income on which super-tor ts chargeable, at the rate 
or rates applicable to such total income, by such total in- 
come; 

(9) 'business” includes an> tiade, commerce or manu- 
facture or any adventure or concern in the nature of trade, 
commerce or manufacture, 

(10) “capital asset" means property of any kind held 
by an assessee, whether or not connect^ wnth his business, 
profession or vocation, but does not include— 

(i) any stock-m-lrade, consumable stores or raw mate- 
rials held for the purposes of hrs busmen, profes- 
sion or vocation; 

(11) personal efTecls, that is to say, moveable property 
(mcludins weanng apparel, jewellery and furni- 
ture) held for personal use by the assesses or any 
member of his family dependent on him; 

(lu) agricultural land in JndiQ’ 

(11) “the Central Board of Revenue” means the Cen- 
tral Board of Revenue constituted under the Central Board 
of Re\eQue Act, 1924; 

(12) ‘ Commissioner" means a person appomted to be a 
Commissioner of Income-tax under section 128(1), [5(2)], 

(13) "company” means— 

(i) any Indian company, or 

(u) any assocalion, vhelher incorporated or not and 
whether Indian or non-Indian which is or was as- 
sessable or w as assessed as a comoany for the assess- 
ment yeffr 1947-1948 under the /ndicn Jncomc-tax 
Act, 1922 or which is declared by general or spe- 
cial order of the Central Board of Revenue to be 
a company for the purposes of this Act; 

. (14) ‘‘co-operative society" means a ecroperative society 

registered imder the Co-operative Soaeties Act 1912, or 
■under any other law for the time being in force in any 
State for the registration of co-operative societies; 


“Dirtaor” 

“i&iufrr'*, 
& • Mi-iag 

ittgaient" 
(8.V)J 
tor >956 


(15> “director”, “manager” and “managing agent”, in 
refatiOT to a company, have the meamnes respectively as- 
signed to them in the Companies Act, 1956, 


“Dirfcl<jr 


(16) TDmector of Inspection” means a person appomt- 
^ to be a Dir^or of Inspection under section 128(1) [5 
(l)j, and mcludes a person appointed to be an Additional 
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Clause 2 

Director of Inspection, a Deputy Director, of Inspection or 
an Assistant Director of Inspection; 

(17) “dividend” includes — 

(a) any distribution by a company of accumulated 
profits whether capitalised or not, if such distribu- 
tion entails the release by the company to its 
share-holders of all or any part of the assets of 
the company; 

(b) any distribution by a company of debentures, de- 
benture-stock or deposit certificates in any form, 
whether with or without interest, to the extent to 
which the company possesses accumulated profits, 
whether capitalised or not ; 

(c) any distribution made to the share-holders of a 
company on its liquidation, to the extent to which 
the distribution is attributable to the accumulated 
profits of the company immediately before its li- 
quidation, whether capitalised or not ; 

(d) any distribution by a company on the reduction 
of its capital to the extent to which the company 
possesses accumulated profits which arose after 

■ the end of the previous year ending next before 
the .1st day of April, 1933, whether such accumu- 
lated profits have been capitalised or not; 

(e) any payment by a company, not being a company 
in which the public are substantially interested 
within the meaning of section 117 [23A Expl. 1], 
of any sum (whether as representing a part of 
the assets of the company or otherwise) by way 
of advance or loan to a shareholder or any payment 
by any such company on behalf or for the indivi- 
dual benefit of a shareholder, to the extent to 
which the company in either case possesses accu- 
mulated profits; but “dividend” does not include — 

(i) a distribution made in accordance with sub-clause 
(c) or sub-clause (d) in respect of'any share issu- 
ed for full cash consideration where the holder 
of the share is not entitled in the event of liqui- 
dation to participate in the surplus assets; 

(ii) any advance or loan made to a shareholder by a 
company in the ordinary course of its business 
where the lending of money is a substantial 
part of the business of the company; 

(iii) any dividend paid by a company which is set off 
by the company against the whole or any part 
of any sum previously paid by it and treated as 
a dividend within the meaning of sub-clause 
(e), to the extent to which it is so set off. 

Explanation 1. — The expression “accumulated profits”, 
.vherever it occurs in this clause, shall not include capital 
Jains arising before the 1st day of April, 1946, or after the 


•Dividend”, 
s. 2 (6A)] 
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Clause 2 


31st day of March, 1948, and before the 1st day of April 
1956 

Explanation 2— The expression ‘‘accumuJated promts", 
in sub-ctauscs (a), (b), (d) and (e), shall include all pro- 
fits of the company up to the date of distnhutton or pay- 
ment referred to m those sul^clauses 
‘•Einwa in- (18) "earned income” means any income of an asses- 
come see who IS an individual, Hindu undivided family, un- 
it 3 (6AA)) registered firm or other association of persons not being a 
company, a local authority, a registered firm or a firm as- 
sessed under section 190(b) (clause (b) of sub-section (5) 
of section 23] — 

(a) which IS chargeable under the head "Salaries”, or 

(b) which IS chargeable under the head ‘Trofits and 
gams of business, profession or vocation” where 
the business, profession or vocation is carried on 
by the assessee, or 

(c) which represents the shore in the pro/its end gains 
0/ a ^mt, where the assessee is a partner actively 
engaged m the conduct of the business, profession 
or vocation of the firm , or 

(d) which IS chargeable under the head ‘Other sour- 
ces’ if tl li immediately derived from personal 
exertion or represents a pension or superannuation 
or other allowance given to the assessee in respect 
of his past services or the past services of any de- 
ceased person, 

but docs not include ony such income on which 
no income lax u payable under section 87(iu) (iv) 
and (v) [sub-section (2) of section 14] 

Explanalion — Where any such income is, though it 
IS the income of another person, included in the as- 
sessee’s total income under the provisions of this Act, it 
shall be recorded os eomed income m the hands of the 
assessee. 


sad "partner” and ‘ partnership” have the same 

•'pannr*. respectively as In the Indian Partnership Act, 

ihip" 1932 , provided that the expression ‘partnep includes any 
person who being a minor has been admitted to the bene- 
g Of 1933, fits of partnership 

(20) ‘‘income” includes— 

(i) profits and pains 
(11) dividend 

(ill) the value ol any perquisite or profit in lieu of 
^) n ^ section 17, clauses (3) and 
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Clause 2 

(iv) the value of any benefit or perquisite, whether 
convertible into money or not, obtained from 
a company either by a director or by any other 
person who has a substantial interest in the 

company, and any sum paid by any such 

company in respect of any obligation which but 
for such payment would have been payable by 
the director or other person aforesaid; 

(v) any sum chargeable to income-tax under section 
41(2) [second and fourth provisos to clause (vii) 
of s. 10(2)] or under section 41 (3), [the second 
proviso to clause (xiv) of sub-section (2) of sec- 
tion 10] and any sum chargeable to income-tax 
under section 41 (1) [sub-section (2A) of s. 10] 
or under section 62(1) [sub-section (5) of sec- 
tion 12]; 

(vi) any sum chargeable to income-tax under section 

28(ii) [sub-section (5A) of s. 10] or under sec- 

tion 28(iii) [sub-section (6) of section 10]; 

(vii) any capital gains chargeable under section 45 

[section 12B(1), main para, part dealing with 
charge] ; 

(viii) the profits and gains of any business of insurance 
carried on by a mutual insurance association or 
by a co-operative society, computed in accord- 
ance with section 44 [Rule 9 in the Schedule] 
or any surplus takerTto be such profits and gains 
by virtue of that provision : 

(ix) any contributions and interest thereon, paid to [New] 
an employee by an approved superannuation 
fund, to the extent provided in section 312 [58S 
( 1 )]; 

Explanation. — In this clause, the expression “person 
who has a substantial interest in the company” means a 
person who is concerned in the management of the busi- 
ness of the company, being the beneficial owner of shares, 
not being shares entitled to a fixed rate of dividend whe- 
ther with or without a right to participate in profits, car- 
rying not less than twenty per cent, of the voting power. 

(21) “Income-tax Officer” means a person appointed “Tncomc-tax 

to be an Income-tfix Officer under section 128(1) or 128(2) Officer”. 
[5(3)]; = 

(22) “Indian company” means a company formed and «ir,dian com- 
registered under the Companies Act, 1956, and includes — pany”. 

(i) a cornpany formed and registered under any ?’or 
previous companies lato for the time being in 
force in any part of India (other than the State 
of Jammu and Kashmir); 
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Clause 2 


"Inspect ng 

Assistant 

Coramis 

{rs"(6D)] 

‘Impe lot of 

[» Hce)] 


[J 9 (8)] 




dent” 

INcwJ 


(* « ( 9)1 


‘‘I*rescrib«l'’, 

l« a (»o)l 


fs'cw] 

"Principal 

ofScet". 

(. 9 ( 19)3 


(u) in the case of the State of Jammu and Kashmir, 
a company formed and registered under any 
other law /or the time being in force in that 
State, 

Provided ’ the registered office of the 

company m all cases is in India 

(23) “Inspecting Assistant Commissioner’’ means a 
person appointed to be an Inspecting Assistant Commis- 
sioner of Income-tax under section 128(1) [5(3)]; 

(24) “Inspector of Income-tax” means a person ap- 
pointed to be an Inspector of Income-tax under section 128 
(2) [5(3)1, 

(25) “Magistrate” means a Presidency Magistrate, or 
a Magistrate of the first class 

(26) "non-resident” means a person toho‘ is not a “resi- 
dent" , 

(27) “person” includes— 

(i) an mditJidtuxl. 

(ii) a Hindu undivided family. 

(ill) 0 company, 

(iv) a firm or other ossociotion of persons, lahether 
incorporated or not, or the partners of the firtn 
or the members of the association tndwiduoUs» 

(v) a body of individuals, whether incorporated or 
not. 

(vi) a local authority, end 

(vii) cyery artificial jundicial person, not falling with- 
in sub-clauscs (0 to (tn) 

(28) “prescribed” means prescribed by rules made un- 
der this Act. 

(29) “premous year" means previous year as defined 
in section 5 [section defining previous year, placed in the 
draft after section 4]; 

(30) “principal officer”, used with reference to a local 
aulhonty or a company or any other public body or any 
association, means — 

(a) the secretary, treasurer, manager or agent of the 
authority, company, body or association, or 

(b) any person connected with the authority, com- 
pany, body, or association upon whom the In- 
come-tax Officer has served a notice of his in- 
tention of treating him as the principal officer 
thereof. 
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Clauses 2-3 


(31) “public servant” has the same meaning as in the ‘"’ublic ser- 

Indian Penal Code, 1860; ' 

V 45 of i860 

(32) “registered firm” means a firm registered under “Registered 
the provisions of section 192 (a) or under that provision fi'’™”' 
read with section 191 (7) [26A embodied in sections in the “ vi 4 )J 
chapter on firms dealing with registration]; 

(33) “regular assessment” means the assessment 
made under section 147 or 148 [23(1) to (5)1; 


(34) “resident” means a person who is resident 
India within the meaning of section 6 [4A]; 


... “Regular 
assessment”. 
[S-18A (5), 

mam para, 
part] 

in “Res'dent”. 
[New] 


(35) “tax” means income-tax and super-tax chargeable “"'ax”. 
under the provisions of this Act; [New] 


(36) “total income” means total amount 
come 

the manner laid down in 'this Act; 


of in-‘‘^otl, 
referred to in section 4 [4;(1)] computed in 

part] 


( 15 ) 


(37) “total world income” includes all income, income”'^°^ 

wherever accruing or arising, except incomes which are not [s. ^ 2 ( 15 ), 
included in the total income under any of the provisions of part] 
Chapter III [Incomes which do not form part of total in- 
come] and except any capital gain which is not includi- 
ble in the total income of an assessee; ' 


(38) “unregistered firm” means a firm which is not 
registered firm. 


a “Unregister- 
ed firm”. 

[s. 2 ( 16 )] 


CHAPTER 11 

/ 

BASIS OF CHARGE 

(1) Where any Central Act enacts that income-tax shall Section 3 
be charged for any assessment year at any rat(> or rates. Cha-ge of in- 
income-tax at that rate or those rates shall be charged for 

that year in accordance with, and subject to the provisions 
of, this Act in respect of the total income of eveiy person 
of the previous year or years, as the case may he,' for that 
assessment year ; 

Provided that where by virtue of any provision of this 
Act income-tax is to he charged in respect of the income of 
a period other than the previous year, income-tax shall he 
charged accordingly . . 

(2) In respect of income chargeable under subsection 
( 1 ), income-tax shall be deducted at the source or paid in 
aduance. where it is so deductible or payable under any 
provision of this Act. 
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Clause 4 

SKuon 4 ( 1 ) Subject to the provisions oC this Art, the total in- 

s-opeof«o!a 3 come of any previous year of a person who ts a restdeni 
includes all income from whatever source 

derived %vh]ch- 

ri 4 (0 (a) IS received or is deemed to be received in India in 

pa-tj such year by or on behalf of such person; or 

[» 4 fo(b)( 0 ] (h) accrues or arises or is deemed to accrue or arise to 

him m India durmg such year, or 

(i accrues or arises to him without India during such 

year, or 

I »4 (d) having accrued or arisen to him without India be- 

( i')l fore the beginning of such year and after the Isl 

day of April, 1933, is brought into or received m 
India during such year by him or on hw behalf, or 



than that merged temtory dunng such year by him 
or on his behol/, or 

(Do 1 (0 haying accrued or ansen to him m a temtory which 

immediately before the 1st day of I^ouember, 
1956, was comprised tn a Part fi State other 
than Jammu ond Koshmtr, or in the merged tem* 
tory of Cooch* 8 ehor, after the let day of Apnl 1933 
and before the commencement of the previous year 
for the assessment year 1955*1951, is brought into 
or received tn any part of India other than that 
territory or merged terntory dunng such year by 
him or on his behalf, or 

(DoJ (g) haying accrued or onsen to him in the State of 

Jammu and Kashmir after the 1st day of Apnl, 
1933, and before the commencement of the previous 
year for the assessment year 1954-19o5 is brought 
mto or received in any part of India other than the 
State of Jammu and Kashmir during such year by 
him or <m hts behalf 

Nonradfnt. (2) Subject to the provisions of this Act. the total in- 
[» 4 (r) (a), of previous year of a person who ts o non resident 
part, and* 4 mcluaes all income from whatever 

III (c)] source derived whicb~ 

(a) IS Tweived or is deemed to be received in India in 
such year by or on behalf of such person, or 

(b) accrues or arises or is deemed to accrue or arise to 
him in India dunng such year 
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Clauses 4-5 


(3) Income accruing or arising without ^(0. 

India shall not be deemed to be received in or brought into *-* 

India within the meaning of this section by reason only of 
the fact that it is taken into account in a balance sheet pre- 
pared in India. 

(11 For the purposes of this Act, “previous year” Section 5 . 
means— Previous year 


[s-2(ii)(i)(a) 

(a) the financial year immediately preceding the as- 

sessment year; or rraliiKiVa) 

(b) if the accounts of the assessee have been made up main para, 

to a date within the said financial year, latter part] 

then, at the option of the assessee, the twelve 
months ending on such date; or 

(c) in the case of .any person, business or company or 2 (n) (i) 
class of person, business or company, such period WJ 

as may be determined by the Central Board of Re- 
venue or by any authority authorised by the Board 
in this behalf; or 

(d) in the case of a business, profession or vocation [s- 2 (n) (0 

newly set up in the said financial year, the 

period beginning with the date of the setting up of ^ ^ 
the business, profession or vocation and — 


(i) ending with the said financial year, or 

(ii) if the accovmts of the assessee have been made up 
to a date within the said financial year, then, at 
the option of the assessee, ending on that date, or 

(iii) ending with the period, if any, determined under 
clause (c). 

As the case may he; or 


(e) in the case .of a business, profession or vocation [s. 2 (n) (!) 
newly set up in the twelve months immediately t 

preceding the said financial year — latter part] 

(i) if the- accounts of the assessee have been made 
up to a date within the said financial year and 
the period from the date of the setting up of the 
business, profession or vocation to such date does 
not exceed twelve months, then, at the option of 
the assessee, such period, or 


(ii) if any period has been determined under clause 
(c), then the period beginning with the date of 
the setting up of the business, profession or voca- 
tion and ending with that period. 

As the case may be; 

(f) where the assessee is a partner in a firm and the [s. 2 (ii)(ii}] 
firm has been assessed as such, then, in respect of 

the assessee’ s share of the income of 

the firm, the period determined as 

previous year for the assessment of the income 

of the firm; 
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Clauses 5-6 

[Schduie, (g) in respect oj profits and gams from It/e insurance 
Rule 5 (i)J bustness, the year for which annual accounts are re- 

4 of J 938 quired to be prepared under the Insurance Act, 1938, 

or under that Act os read UJith section 43 of the 
31 of 1955 Life Insurance Corporation Act, 1956, immediately 

preceding the assessment year 

fs 2 fu) {il Where an assessee has newly set up a business, pro* 

V) Piov ' fession or vocation tn the said financial year and his accounts 
eaiiietpan] are made up to a dote tn the assessment year tn respect of 
a period not exceeding twelve months from the date of such 
setting up, then the assessee shall, in respect of that busi* 
ness, pro/ession or vocation, at hts option, be deemed to have 
no previous year lor the i>aid assessment year under sub- 
clause (i) of clause (d) of sub section (1), and such option 
shall, tn relation to the immediately succeeding assessment 
year, hove effect as on option exercised under sub clause 
(t) of clause (e) of sub-section (1) 

I» i (u) bb (3) Subject to the other provisions of this section, an 
tmeV* assesses may have different previous years in respect of 
^ separate sources of his income 

C* |‘) (4) Where m respect of a particular source 

(ij vnv 1 qj income or m respect of a business, 

profession or vocation newly set up, an assessee has once 
exercised the option under douse (b) or sub-clause 00 of 
clause fdj or sub*dause (i) of clause (e) of sub-section (1) 
or hos once been ossessed, then be 'shall not, in respect of 
that source, or as the case may be, business profession or 
vocation be entitled to vary the meaning of the expression 
previous year’ as then applicable to him, except with the 
consent of the Income-tax Officer and upon such conditions 
as the Income-tax Officer may think fit to impose 


Sfctioa 6 f'or the purposes of this Act— 

India (1) siiy individual is resident in Indio in any previous 

year, if he — 

[s 4A(a)(i)] (a) is in India m that year for a period amounting m 

all to one hundred and eighty-two days or more, or 
(i ■iA(a)(ii)i (b) maintains or causes to be maintained for him a 
dwelling place in India for a period or periods 
amounting m all to one hundred and eighty-two 
days or more in that year and has been m Indio 
for any time m that year, or 

,,(c) having withm the four years preceding that jear 
m India for a period or periods amounting m 
t-O/ all to three hundred and sixty-five days or more, is 
a penod or periods amoujiljng in all to 
y Imrty cays or more tn that year, 
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Clauses 6-8 

(2) a Hindu undivided family, firm or other associa- 1®- 'tA (b)] 
tion of persons is resident in India in any previous year, 
unless during that year the control and management of its 
affairs is situated wholly without India; 


(3) a company is I'esident in India in any previous year, fs. 4A (c)] 
if — 

(i) it is an Indian company; or 

(ii) during that year the control and management of 
its affairs is situated wholly in India; 

(4) every other person is resident in India in any pre- [ New ] 
uious year, unless during that year the control and manage- 
ment of his affairs is situated wholly without India; 


(5) if a person is resident in India in a previous year [ New ] 
relevant to an assessment year in respect of any source of 
income, he shall be deemed to be resident in India in the 
previous year relevant to the assessment year in respect of 
each of his other sources of income; 


(6) a person is ‘^not ordinarily resident” in India in C®- 
any previous year if such person is — 

(a) an individual who has not been resident 

in India in nine out of the ten previous years pre- 
ceding that year; or has not during the 

seven years preceding that year been in India for 
a period of, or periods amounting in all to, seven 
hundred and thirty days or more; or 


(b) a Hindu undivided family whose manager 

has not been resident in nine out of the ten previous 
years'' preceding that year, or has not during the 
seven years preceding that year been in India for 
a period of, or periods amounting in all to, seven 
hundred and thirty days or more; 


The follotoing incomes shall he deemed to be received Section 7 
in the previous year — ' income 

deemed to be 

(i) the annual accretion in the previous year to the 

balance at the credit of an employee participating i 3 
in a recognised provident fund, to the extent vro- 
vided in section 294 [58E]; 


(ii) the tiansf erred balance in a recognised provident 
extent provided in section 299(3) 

LOOJ(3)J. 

Section 8 

For the purposes of inclusion in the total income of an 
assessee, any dividend shall be deemed to be income ofT°^L 
the previous year m which it is paid, credited or distributed 
or deemed to have been paid, credited or distributed.... 
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Clotises S'll 


Stfi'tion 9 
Income 
dfcoied to 

[s « (I) 

<sel cr halt] 


The following incomes shall be deemed to accrue or 
arise in India — 

(ij all incone accruing or arising, 

■w hethcr directly or indirectly, through or from any 
business connection m fndta, or through or from 
any property in 7ndta, or through or from any asset 
or source of income in India or through or from any 
money lent at interest and brought into India m 
cash or in kind or through or from the sale, ex- 
change transfer or relinquishment of a 

capital asset situate in India 


I • t 2 ( 3 ) ] Eiplonotion. — In the case of a business of which all the 

operations are not earned out m India, the income of the 
business deemed under this clause to accrue or arise in 
India shall be only such port of the income as is reasonably 
attributable to the operations carried out in 

India. 




(n) income which falls under the head “Solanes” 
, if H is earned in Indio * 


Provided that any pension payable outside India to a 
parser residing permanently outside India shall not 
oeemed to accrue or anse m India, if the pension is payable 
to a person referred to in article 314 of the Constitution or 
to a person who, having been appointed before the 15th 
day of August. 1S47, to be a Judge of the Federal Court or 
of a High Court within the meaning of the Government of 
India Act 1935, continues to serve on or after the commence- 
ment of the Constitution as a Judge in India, 

(m) a dividend paid by an Indian company without 
Indio, to the extent to which it has 

been paid out of profits subjected to income-tax in 
Iiidia 


J^or the purposes of section 4(l)(b) [4(1) (b) (i)], where 
b^n<m-r«i ® husband is not resident in India remittances received by 
dmt husband Or on behalf of his wife res dent in Indux out of any part of 
[* -*( 9)1 hts income which is not included in hts total income shall 
be deemed to be income accruing in Indio to the wife 


CHAPTER HI 


INCOMES WHICH DO NOT FORM PART OF TOTAL 
INCOME 


Section j j 
Ineomci not 
mciuded m 
total mcorae 


In computinp the total income of a previous year of 
any person, any income falltnp tmfhtn any of the follounny 
clauses shall not be included therein — 


(I) agncultural income, 

{* 4(3)('nii)i (^any sum recetoed by on individual as a member 
iixow re a Hindu undivided family, where such smn has been 
« vtd „ paid out of the income of the family, or, in the case of 
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Clause 11 member of 

Hi du uudi- 

any impartible estate, where such sum has been paid outv^ded family 
of the income of the holder of the estate belonging to the [s. 14(1)] 
family; 

(3) any receipts which are of a casual and non-recur- Casual recei- 
ring nature, unless they are — 

(i) capital gains, chargeable under the provisions of 
section 45 [12B, part re: charge]; or 

(ii) receipts arising .from business or the exercise 
of a profession, vocation or occupation; or 

(iii) receipts by way of addition to the remuneration 
of an employee; 


(4) in the case of a resident — Foreign 

(i) the unremitted foreign income chargeable to in- reswTnt” 
come-tax under clause (c) of subsection (1) of 


section 4 [section 4 (b) (ii)], subject to the follow- 
ing limit, that is to say , — 


(a) the amount not to be included in the total income 


by virtue of this sub-clause shall not exceed four 
thousand five hundred rupees; and 


(b) where any part of such unrerhitted foreign income' 
consists of salaries paid by the Government, a lo- 
cal authority or a corporation established by a 
Central. State or Provincial Act, the amount of 
such salaries not to be included as aforesaid shall 
be further limited to a sum calculated at the rate 
of one thousand rupees for each month of service 
in respect of which the salaries are received ab- 
road; 

(ii) any income accruing or arising outside India and [s. 4(1), 4th 

chargeable to income-tax by virtue 0/ proviso] 

clause (d) 0 / sub-section (1) oj^ section 4 [4 (1) (b) 

(iii)], if he was a non-resident in two out of the 
three years immediately preceding the previous 
year; 

(iii) where the case does not fall under sub-clause (ii), [s. 4(1), stb 
income accruing or arising outside India and char- proviso] 
geable to income-tax by virtue of section 4(1) (d) 

[4(1) (b) (iii)], if within three months of the date 

of receipt in India of such income the as- 

sessee makes payment of the amount of income- 
tax, interest or penalty or other sum, if any, due 
from him on such date; 


(iv) if such person is not ordinarily resident in India [=• 4 ( 1 ), and 

during the previous year, income which ac- P''o'''s°1 

crues or arises to him without India and 

is neither derived from a business controlled in 


or a profession or a vocation set up in India nor 
brought into or received in India by him during 
the previous year; 



m 

Clause 11 

NonrMidcntJ (5) trt the case of a non-resident— 

[s 4 ( 3 U*' 0 I (i) any income from interest on or from premium on 

the redemption of any bonds issued by the Central 
Government under a loan agreement between the 
Cenlr^ Government and the International Bank 
for Reconstruction and Development, or by any 
mduslrial undertaking or financial corporation in 
India under a loan agreement with the said Bank 
which IS guaranteed by the Central Government 

fs 4(3)(»*)3 (li) any income from interest payable without Jndio 
on a loan issued for public subscription before the 
1st day of April, 1938 

Provided that income rejerred to 

in sub-clausc (u) abowc shall be included m the total world 
income oj the non-resident 

Trav«] con- (g) subject to such Conditions as the Central Goycm- 
cui^ prescribe, the value of any travel concession or 

rsecifiKvial assistance received by or due to any person, being a citi- 
par» (b)]' ^ of India, from his employer for himself, hvs wife and 
children, m connectton with bis proceeding on leave to his 
home-town or village in India, 

Foreign (7) tti the cosc o/ cn individual who is not o citwen 

laionati of India— 

(0 subject to such conditions as the Central Govern- 
ment may prescribe, passage moneys or the value 
of any free or concessional passage received by or 
due to such individual from his employer for him- 
self, his wife and children, in connection with his 
proceeding on home leave out of India, 

[» 4 < 3 Kx)(b)] (n) the remuneration received by a Consul General. 

Consul. Vice Consul or Consular Agent of a foreign 
State from such State for service m such 

capacity, 

[» 4(3l(xK«)I (ill) the remuneration received by an employee of the 
consulate of a foreign State from such 

State for service m such capacitv , 

l» 4 ( 3 )WWl (iv) the offlctal safory of a Trade Commissioner or other 

.?/ ^ fy-JV>y.v SXsfs" 
it the official salary of the corresponding official, it 
any, of the Central Government resident for simi- 
lar purposes in the country concerned ts similorly 
exempted from payment of income-tax or super- 
tax or ony cofrespondtny tax in that country, 

I» 4{3)ix)[')3 (v) the official salary of a member of the staff of a 

Trade Cotnnussianer or official representative refer- 
red to in sub-clause (iv), when such member is 
a subject of the country represented, if the official 
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Clause 11 

salary of the members of the staff of the correspon- 
ding officials of the Central Government is simi- 
larly exempted from payment of income-tax or 
super tax or any corresponding tax in that country; 

(8) the rernuneration received by an employee of a Employee of 
foreign enterprise for services rendered by him during his foreign enter- 
stay in India, provided the following conditions are fulfil- 

led— ■> a J J [S. 4(3)(xiv)] 

(i) the foreign enterprise is not engaged in any trade 

or business in India; 

(ii) the empl(^ee is not a citizen of India; 

(iii) his stay in India does not exceed in the aggregate 
a period of ninety days in such previous year; 

(ivl his stay in India did not exceed in the aggregate 
a period of ninety days in any financial year prior 
to the previous year; and 

(v) such remuneration is not liable to be deducted 
from the income, of the employer charge- 

able under this Act; 

(9) the remuneration, chargeable under the head “Sala- Foreign tech- 

ries”, for services rendered by an individual, nicians. 

who is not a citizen of India, as a technician in the 

loyment of Government or of a local authority or of any 
corporation set up under any special law or in any busi- 
ness carried on in India, if he was not resident in any of 
the four financial years immediately preceding the finan- 
cial year in which he arrived in India, to the extent men- 
tioned below — 

(i) where a contract of service was approved ts- 4 ( 3 )(xi'’a), 

by the Central Government before the commence- “ proviso] 
ment of his service such remuneration due 

to or received by "such individual during the 
financial year in which he arrived in India and the 
two financial years next following; 

(ii) in other cases, such remuneration due to or receiv- [ 3 . 4 ( 3 ) (xiva), 
ed by such individual for the period of three hun- pro'tso] 
dred and sixty five days in all commencing from 

the date of his arrival 

Explanation 1 : — For the purposes of this clause, ser- [New] 
vices rendered bj,' an individual in relation to a business 
in India before its commencement shall be deemed to he 
services rendered by him in a business carried on in India. ■ 

Explanation '2 : — “Technician” means a person having [5.4(3) (xiva) 
specialised knowledge and experience in constructional or Expln.] 
manufacturing operations, or in mining or in the genera- 
tion or distribution of electricity or any other form of 
power, who is employed in India in a capacity in which 
such specialised knowledge and experience are actually 
utilized : • 

Provided that, in relation to — [Cf.s.i 3 (i), 

(a) a person to whom sub-clause (i) of this clause ap- 

plies and lohose contract of service was approved ^omi’nuM the 
by the Central Government before the 1st day definition as 
of March, 1958, or tmamended , 
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Clause U 


by tbe 

Finance 
Aci 1958 

for cera o 


Persons work 
ing under 
Tcriin cal 
Ass s ante 
Prc^ammes 

[» 4 ( 3 ) (’W)] 


(b) any other person who arrived in Xndio before the 
ls$ day of Apnl, 1958, ' technician’^ means a per- 
son fiantng specialised knowledge m industrial 
arts and sciences and having experience in indus- 
trial practice loho is employed in India in a capa- 
city in tehich such specialised knowledge and ex- 
perience are actually utilized 

(10) (0 in tlie case 0 / an individual who is assigned 
to duties in India m connection with any co-operative te- 
chnical assistance programmes and pro)ects in accordance 
with an agreement entered into by the Central Govern- 
ment and the Government of a foreign State (the terms 
whereof provide for the exemption given by this clause)— 

(a) the remuneration received directly or indirectly 
from the Government of that foreign State for 
such duties, and 

(b) any other income of such trtdtmdual which accrues 
or arises outside Jndm, and is not deemed to ac- 
crue Qt arise tn India, xn respect of lohtch such 
tndtyidual is required to pay any income or social 
security tax to the Government of that foreign 
State, 

(u) any income of the members of the family 0 / such 
tndundual accompanying him to India, which ac- 
crues or arises outside India and js not deemed 
to accrue or arise in Indio, in respect 0 / which 
such member is required to pay any income or 
social security tax to the Government of that 
foreign Slate, 


Dtih-mm (11) any death-cum-retirement gratuity received 
rciiremeni under the revised Pension Kulcs of the Central Govem- 
under any similar scheme of a State Government, 
2 1 ^ authority or a corporation established by a Central, 

' part] jjj. provjncai Act, 


^12) any payment from a provident fund to which the 
Act, 1925, applies, 

rj of 19*5 
I>3(i) Eicpl 
a prov part] 

t., accumulated balance due and becoming pay- 

recogn sed able to an employee participoting tn a recognised protn- 
pwident dent fund, to the extent protnded xn section 296 [580(2)3, 

[N-w] 


fro^“‘ . payment from an approved superannuation 

apptowd made on the death of a beneficiary or m lieu of or 

supftannua in commutation of ati annuity, or by way of refund of^ 
i on lanl Contributions on the death of a beneficiary or on his leav * 
a BTOv^ni the employment m connection wi^h which the fund is 
a prov, pan] established. 
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Clause 11 


(15) any special allowance or benefit, not being in Allowance 
the nature of an entertainment allowance or other perqui-fof expanses 
site within the meaning of section- 17, clause (3) [7(1)], [s. 4 ( 3 )(vi)] 
specifically granted "to meet expenses wholly and exclu- 
sively incurred in the performance of the duties of an 
office or employment of profit, to the extent to which such 
expenses are actually incurred for that purpose; 


(16) (i) interest on the 10 year Treasury Savings De- Interest, 
posits Certificates or the monthly payments on the 15 year [^-4(3) (^*01 
Annuity Certificates issued by or under the authority of 
the Central Government for an amount not exceeding the 
maximum amount which is permitted to be invested 
therein; 

(ii) interest on deposits in Post Office Savings Bank [s. 4 ( 3 )(xviia)] 
Post Office Cash Certificates, Post Office National 
'Savings Certificates and Post Office National Plan 
Certificates for amounts not exceeding, in each 
case the maximum amount which is permitted to 
be deposited or invested therein; 


(iii) interest on securities, held by the Issue Depart- [s.4(3)(xviii)] 
ment of the Central Bank of Ceylon constituted 
under the Ceylon Monetary Law Act, 1949; 


(iv) interest payable — 

(a) by Government or a local authority on moneys 
borrowed by it from sources outside India from 
any non-resident or from any institution estab- 

“ lished outside India; 

(b) by an industrial undertaking in India on moneys 
borrowed by it under a loan agreement entered 
into with any such financial institution in a 
foreign country as may be approved in this be- 
half l)y the Central Government by general or 
special order; 

(c) by an industrial undertaking in India on any 
moneys borrowed or debt incurred by it in a 
foreign country in respect of the purchase out- 
side India of capital plant and machinery in any 
case where the loan or debt is approved by the 
Central Government, having regard to its terms 
generally and in particular to the terms of - its 
repayment; 


[s-4{3), 

(xviib)] 


(17) scholarships, granted to meet the cost of educa- scholarships 

tion; " [New] 

(18) any income chargeable under the head “Income ^'[fica^on 

from house property” in respect of a building the erection No. 878F(Tn- 
of which is begun and completed between the 1st day ‘if- 

of April, 1946, and the 31st day of March, 1956, (both dates 
inclusive), for a period of two years from the date of such n-s^uiWing 
completion; [s 4 ( 3 )(xii}J 

8 — 1 Law Com. 158. 


V 
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(u) any income received by trustees on 
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(in) income of an “PP^^^'^Q^^rg’^^SSR^mam para], 
lNe«l the extent proutded in section JtW is ’ , Tribe 
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Clause 12 

(1) Subject to the provisions of sections 63 to 66 , [16 Sect-on 12 
( 1 ) (c)], the following income shall not he included in 
total income of the previous year of the person in receipt for ^roiig ous 
0/ the income — or chart able 

pu poses and 

(i) (a) so much of the income derived from property be- 
held under trust wholly for charitable or 

religious purposes as is applied or accumulated mt.on. 
for application to such purposes in India: [s. 4 ( 3 ) (t), 

and main para.] 

(b) in the case of property so held in part only for 
such purposes, so much of the income derived 
from the property as is applied or finally set apart 
for application to such purposes in India : 


Provided that so much of any income referred to tn[s. 4 ( 3 ) (i), 
suh-clause (a) or (b) of this clause as is applied to purposes ro'’iso (a), 
other than charitable or religious purposes as aforesaid, or and”^"prov”o 
ceases to be accumulated or set apart for application there- (c)] 

’to, shall be deemed to be the income of such per- 

son of the previous year in which it is so applied or ceases 
to be so accumulated or set apart; 

(ii) (a) income from property held under trust 4 ( 3 ) b;. 

created on or after the 1st day of April, 1952, P °viso (a) 
for charitable purposes which tend to promote 
international welfare in which India is interest- 
ed, applied to such purposes outside India, and 

(b) income from property held under trust [s. 4 13 ) ( 1 ) 

for charitable or religious purposes created be- • roviso a(i)] 
fore the 1st day of April, 1952, applied to such 
purposes outside India, 

if the Central Board of Revenue by general or special 
order directs in either case that it shall not be included in 
the total income of the person in receipt of such income. 

Explanation. — In this sub-section, "property” does not 
include business. 

(2) Subject to the provisions of sections 63 to 66 [16(1) [«■ 4 ( 3 ) (0. 
(c)], any income derived from business carried on by or on 

behalf of a trust for charitable or religious purposes shall 
not be included in the total income of the previous year of 
the trustees, if the conditions specified in sub-section (41 
are satisfied. 

(3) Any income derived from business carried on by [s. 4 ( 3 ) (i) 

or on Isehaif of a religious or charitable institution shall not ’’■ov- (b) 

be included in the total income of the previous year of the ' 
institution, if the conditions specified in sub-section (4) are 
satisfied 
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Clauses 13-16 

(3) The provisions of subsections (1) and (2) shall not . “ 5 ^ 4)3 
apply to a business, profession or vocation on which in- (b). 

come-tax was at any time charged in the hands of a com- 
pany under the Indian Income-tax Act, 1886, or on which 1886 
income-tax would have, been charged in the hands of a 
company for the assessment year ending on the 31st day 
of March, 1918, if the company, having been in existence 
in that year, had also been in existence in the year ending - 
on the 31st day of March, 1917. - 

CHAPTER rV 

COMPUTATION OF TOTAL INCOME 
Heads of income 

Save as- -otherwise provided by this Act, all 
shall, for the purposes of charge of income-tax and com- come. 
putation of total income, be classified under the following [s. 6] 
heads of income — 

A — Salaries. 

B — Interest on securities. 

C — Income from house property. 

D— Profits and gains of business, profession or voca- 
tion. 

E — Capital gains. 

F — ^Income from other sources. 

A — Salaries 

' Section 15 

The following income shall be chargeable to income- Salaries. 
tax under the head “Salaries" — 

(a) any salary due from an employer or former Lain para! 

employer to an assessee in the previous year, whe- P -rt] 
ther paid or not; 

■ (b) any salary paid or allowed to him in the previous 
year by or on behalf of the employer or former 
employer though not due or before it became due 
to him; 

(c) any arrears of -salary paid to him in the previous 
year by or on behalf of the employer or former 
employer, if not charged to income-tax for any 
earlier previous year. 

^ " ■ Section 16 

The income chargeable under the head "Salaries” shall S Ti)l 
be computed after making the following deductions, ‘ 
namely — 

(i) any amount not exceeding five hundred rupees, 
expended by the assessee on the purchase of books 
and other publications necessary for the purpose 
of his duties; 
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Clause 17 


(v) advances by way of loan or otherwise of the 
amounts enumerated in sub-clauses (i), (ii), (iii) 
and (iv) above; 

(vi) the annual aca'etion to the balance at the credit [New] 
of an employee participating in a recognised pro- 
vident fund, to the extent to which it is charge- 
able to tax under section 294 [58E] ; 


(vii) the aggregate of all sums that are comprised in [New] 
the transferred balance, as referred to in section 
299 (2) [58J (2)] of an employee participating in 
a recognised provident fund, to the extent to 
which it is chargeable to tax under section 299(3) 

[58 J (3)]; 


(3) ‘‘perquisite” includes — 

(i) the value of rent free accommodation pro- 

vided to the assessee by his employer; 


“Perquisite” 
[s- 7(i) 

Expl i.l] 

['tem (i) 
part] 


(ii) the value of any concession in the matter of rent 
respecting any accommodation provided to the 
assessee by his employer; 

(iii) the value of any benefit or amenity granted, or 

provided free of cost or at concessional 

rate in any of the following cases: — 

(a) by a company to an employee who is a direc- ['tem (ii) 
tor thereof pa-t] 


(b) by a company to an employee who is a share- t tem (ii) 
holder concerned in the management of the ^ 
company and is the beneficial owner of shares, (iij)] ' ^ ^ 
not being shares entitled to a fixed rate of 
dividend whether with or without a right to 
participate in profits, carrying twenty per 
cent or more of the voting power; 


(c) by any employer {including a company) to an [--tein (iii)] 
employee to whom the provisions of para- 
graphs (a) and (b) of this sub-clause do not 
apply and whose income under the head 
“Salaries” exclusive of the value of all bene- 
fits or amenities not provided by way of 
monetary payment exceeds eighteen thousand 
rupees; 


(iv) any sum paid by the employer in respect of anj'' [Item (iv)] 
obligation which but for such payment would 

have been payable by the assessee; and 

(v) any sum payable by the employer, whether 
directly or through a fund other than a recognised 
provident fund or an approved superannuation 
fund to effect an assurance on the life of the, 
assessee or to effect a contract for an annuity on 
the life of the assessee; 
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Clauses 17'20 

•Profiu >n (4) “profits in heu of salary” includes — 
leu of 

( 0 . (i) the amount of any compensation due to or received 

Expia a by an asse^ee from his employer or former em- 

loaia pan] ployer at or m connection with, the termination of 

his employment, whether solely as compensation for 
loss of employment, or for any other consideration, 
(ii) the amount oj anif contributions to on approued 
superannuation fund (including interest on such 
contributions) paid to an emploi/ec, to the extent to 
which such amount is deemed to be the income of 
the employee under sertion 312 [58'5{I)3, 

(ai) without prejudice to the provisions of sub-clause (u) 
of this clousc, any payment due to or received by 
an assessee from an employer or former employer 
or from a provident or other fund, {not being an 
Qpproued supero^inuation fund), to the extent to 
which n does not consist of contributions by the 
assessee or interest on such contributions 


B Interest on secunties 

Section i 3 The following amounts received by on osscssec tn the 
““ pi^ious year shall be chargeable to mcome-tax imder tfae 

I* 5 * * Interest on secunties 

(i) interest on any security of the Central 

Government , 

(ii) interest on any security of a State Government ; 
(iiij interest on debentures or other securities for mo- 
ney issued by or on ^hali of a local authority or 
a company 

Sen on 19 Subject to the proinstons 0 / section 21 [section regarding 
Deduct onf amounts not deductible!, the income chargeable under the 
[j a JK pro- “Interest on secunties” shall be computed ofter mak- 
vuo eariter '”9 *^6 foUounng deductions — 

(i) any reasonable sum expended by the assessee for 

the purpose of realising such interest, 

(ii) any interest payable on moreys borrowed for the 
purpose of mvestment in the securities by the as- 
sessee 

Seccictn 90< 

^ ® banking company — 

(i) the sum to be regarded as a sum reasonably ex- 
?ai " pended for the purpose referred to in clause (i) of 

^ section IS [section regarding deductions} shall be 

an amount bearing to the aggregate of its expen- 
ses as are admissible under the provisions of seo- 
bons 30 31 36 and 37 other than clauses (3) (5) 
and ( 6 ) of sectum 36, [sub-section (2) of section 10 
(other than clauses (ui), (vi) (via), (vifa), (vii), 
•vui), (xi), (xii), (xui) and (xiv) thereof)] the 
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Clauses 20-21 


same proportion as the gross receipts from interest 
on securities (inclusive of tax deducted at source) 
chargeable to income-tax under section 18 [main 
section re : Interest on Securities] bear to the gross 
receipts of the company from all sources which 
are included in the profit and loss account of the 
company ; 

(ii) the amount to he regarded as interest paya- [s. 8. Expln. 

ble on moneys borrowed for the purpose referred (b) pan] 
to in clause (ii) of section 19 [section regarding 
deductions] shall he an amount which bears to the 
amount of interest payable on all moneys borrow- 
ed hy the company the same proportion as the 
gross receipts from interest on securities (inclu- 
sive of tax deducted at source) chargeable to in- 
come-tax tmder section 18 [main Section for in- 
terest! bear to the gross receipts from all sources 
which are included in the profit and loss account 
of the company ; 

(2) The expenses deducted under clauses (i) and (ii) [s. 8, Ejcpln. 
of sub-section (1) shall not again form part of the deduc- w 
tions admissible under sections 30 to 37 [sub-section (2) “"“J 

of section 101 for the purposes of computing the income of 
the company under the head “Profits and gains of business, 
profession or vocation”. 

Explanation : — For the purposes of this section, “mo- [s. 8, Expin. 
neys borrowed” includes moneys received by way of de- (b) bne] 
posits. 

Notwithstanding anything contained in sections 19 Section 21 . 
and 20 [sections regarding deductions and banking com- 
pany], the following amounts shall not be deducted in ‘ ' 

computing the income chargeable under the head “Interest [»• S, ist pro- 
on securities ” — ' ''' 

pan] 

(i) interest chargeable under this Act which is paya- 
ble outside India (not being interest on a loan 
issued for public subscription before the 1st day 
of April, 1938) on which tax has not been paid or 
deducted under section 202 or 204 [section 181 and 
in respect of which there is no person in India 
who may be treated as an agent under section 173 
[section 43] ; 

(ii) sums expended by the assessee for the purpose of 
realising interest on securities on which no income- 
tax is payable under section 87 (i) or 87 (ii) [s. 

8 provisos 2 and 3] ; 

(iii) interest payable on money borrowed for the pur- 
pose of investment in securities, being securities 
on the interest on which no income-tax is payable 
under section 87 (i) or 87 (ii) [section 8, provisos 2 
and 3]. 
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Clauses 22-23 


C Ittc<me from house property 

Swiion 22 'j'he annual value of property consisting of 

Income from buildings or lands ^urtenant thereto of which the 
ossessee is the owner, other than such portions of such 
, , property as he may occupy for the purposes of any busi- 
[ f 9 (i) ope- profession or vocation carried on by him the profits of 
niogparaj 3j.g assessable to income tax, shall be chorgeable W 

income tax under the head ‘ Income from house property 


Sect on 23 (1) For the purposes of section 22 [chargeafaihty of 

Annual value income from house properly}, the annual value of any pro- 
[t 9 (2) fst perty shall be deemed to be the sum for which the pro- 
pm» 3 perty might reasonably be expected to let from year to 
year 

(2) In determining the sum for tuhieh the property 
might reasonably be expected to let from year to year, due 
regard may be had, tohere the property ts let to o tenant, 
to the foUoimng jactors, besides others, nomely — 

(i) the annual rent agreed to be paid by the tenant , 
(u) the other obligations, 1} any, undertoken by the te- 
nant on behalf of the 'Oioner, including the pay- 
ment of taxes due to the Government or a local 
authonty , 

(ill) the annual value of the property, if ony, cs fixed 
by the local outhority for the puiposes of any tox 
on property levied it , and 
(iv) the rents of properties tit the neighbourhood simi- 
larly situafed end unth similor advantages 

I* 9 (4) «« (3) Where the property is m the ^cupation of 

provuoj owner for the purposes of his own residence, the 

annual value of the pro^ty shall be the annual 

value of the property determined in the same manner as 
if th§ property had been let, reduced by the loiver of the 
follounng — 


(0 one half of such annual value, or 
(ii) one thousand eight hundred rupees , 
but shall in no case exceed eleven per cent of all income 
of the assessee, other than the annual value of such pro- 
perty liable to inclusion in his total income under this 
^ct ^ 

^ s? X Where the property referred to in sub-sec- 

fcptiistiioei 1^' consists of one residential house only and it can- 
not actually be occupied by the oivner by reason of the 
fact that owing to his employment, business, profession or 
vocation carried on at any other place he has to reside 
at that other place in a building not belonging to him 
the annual vohie of such house shall — 

(a) if the house was not actually occupied by the 
oivner during the whole of the previous year, be 
taken to be ml, or 
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Clauses 23-24 

(b) if the house was actually occupied by the owner 
for a fraction of the previous year^ be taken to be 
that fraction of the annual value determined un- 
der sub-section (3); 

provided the following conditions are in either case fulfil- 
led : — 

(i) the house is not actually let, and 

(ii) no other benefit therefrom is derived by the 
owner. 

(1) Income chargeable under the head “Income from 
house property” shall, subject to the provisiom of sub- 
section (2), be computed after making the following deduc- 
tions, namely — 

(i) where the property is in the occupation 

of a tenant, one half of the total 

amount of the taxes levied by any local authority 
in respect of the property 

(ii) in respect of repairs , — 

(a) where the property is in the occupation of the 

owner a sum equal to one-sixth 

of the annual value ; 

(b) where the property is let to a tenant and the 
owner has undertaken to bear the cost of re- 

0 pairs, a sum equal to one-sixth of the reduced 
annual value ; 

(iii) where the property is in the occupation of a te- 
nant who has undertaken to bear the cost of re- 
pairs — 

(a) -yie difference between the reduced annual value 
and the amount of rent payable for a year by 
the tenant, or 

(b) one-sixth of such value, 

whichever is less; 

o 

(iv) the amount of any annual'premium paid to insure 
the property against risk of damage or destruc- 
tion ; 

(v) where the property is subject to a mortgage or other 
c capital charge, the amount of any interest on 

such mortgage or charge ; 

(vi) where the property is subject to an annual charge; 
not being a capital charge, the amount of such 
charge ; 

' (vii) where the property is subject to a ground rent, 
the amount of such ground rent ; 

(viii) where the property has been acquired, construct- 
ed, repaired, renewed or reconstructed with bor- 
rowed capital, the amount of any interest paya- 
ble on such capital ; 


Section 24 
Deductions. 


[s. 9 (2), 3rd 
prov.] 


[s. 9 (i), (i). 
part] 


b- 9 ( 1 ) (i). 
part] 


[s. 9 (i) (ii) 
main para.] 


[>. 9 (i)(iii)] 


[s.9(i) (iv) 
part] 


[s. 9 (i) (iv), 
part] 


[s. 9 (i) (iv) 
part] 

[s. 9(1) (iv), 
pan] 



118 


Ciatues 24-27 
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ClausBs 27-28 


(ii) a member of a co-operative society to whom a [s-9(4)(b)] 
building or part thereof built by the society . is 
allotted or leased under a house building scheme of 

the. society shall be deemed to be the owner of that 
building or part thereof; 

(iii) “annual charge” means a charge to secure [=• 9 (i)> 

an annual liability, but does not include any tax in 

. respect of property or income from property impos- ' ' 
ed by a local authority, or a State Government or 
the Central Government ; 

(iv) “capital charge” means a charge to secure the dis- 
charge of a liability of a capital nature; 

(v) taxes levied by a local authority in respect of any 9 (4) (c)] 
property shall be deemed to include service taxes 

levied by the local authority in respect of the 
property. ^ 


D — Profits and gains of business, profession or vocation 

The following income shall be chargeable to income- aa 
Joa: under the head “Profits and gains of business, profes- gai’ns* 

;ion or vocation” — . business, 


(i) the profits and gains of any business, profession or 

vocation xohich was carried on by the assessee at [s. lo (i), 
any time during the previous year; part] 

(ii) any compensation or other payment due to or re- E®- (sA); 

ceived by,- SSX 

earlier half] 


(a) a managing agent of an Indian company, at or [s.io( 5A)(3)] 
in connection with the termination or modifica- 
tion of his managing agency agreement with 

the company ; 

(b) a manager of an Indian company at or in con- [s.io( 5 A)(b)] 
nection with the termination of his office or ^ 
modification of the terms and conditions relat- 
ing thereto ; 

(c) any person, by whatever name called, managing r AVrU 
the whole or substanticilly the whole affairs of ^ 

any other company in India, at or in connection 
with the termination of his office or the modi- 
fication of the terms and conditions relating 
thereto: 

(d) any person, by whatever name called, - hold- 
ing an agency in India for any part of the ^ ’ 
activities relating to the business of any other 
person, at or in connection with the termination 
of the agency or the modification of the terms 
and conditions relating thereto ; 

(iii) income derived by a trade, professional or similar [s. lo (6)] 
association from specific services performed for its 
members for remuneration definitely related to 
those services 



Clauses 28-30 

Ne«i Explanation 1 —The profits and gams of hustness ahall 

tnclude the pTo/its and gaiTis of managing agency 
.24(1), Ex Explanation 2— Where speculative transactions 

pin. j] carried on by an assessee are of such a nature as to con- 
stitute a business, the business {hereinafter referred to as 
‘ speculation business’ ) shall be deemed to be distinct and 
separate from any other business 

Swion 29 The income of an assessee referred to m section 28 
ttovisoM [section 10(1) part embodied m mam section for income 

from business] s^H he computed in accordance loffh the 
^ ^ prouisions 0/ the ioUotmng sections — 

Section 30 — Rent, repairs and insurance for buildings 
Section 31 — Repairs and insurance of machinery, plant and 
furniture 

Section 32 — ^Depreciation 
Section 33— Development rebate 

Section 34 — Conditions for depreciation allowance and 
development rebate 

Section 35— Expenditure on saentific research 
Section 35— Other deductions— 

I/tiurance of stocks or stores 
Bonus or commission to employees 
Interest 

Contributions to certain funds for employees’ 
benefit 
Animals 
Bad debts 
Section 37 — General 


Section 38 — Building etc partly used for business etc or 
not exclusively so used. 

Section 39 — ^Managing agency 
Section 40 — Amounts not deductible 
Section 41 — Profits chargeable to tax 
Section 42— Interpretation 


Sectio 30 
tepa n 

ran'e for 
bu Idings 

I* 10(2>{ll, 
vnihoui tlie 
prwiso] 


Section 43— Residences of employees 

In respect of rent, repairs and insurance for buildings, 
the following deductions shall be allowed— 

(a) in respect of any premises used for the purposes oj 
the business, profession or vocation — 

(i) where the pr*mitses are occupied by t?ie assessee 
as a tenane— 

(a) the rent paid for such premises and 
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Clauses 30-32 


(b) if he has xmdertaken to bear the cost of [s.io(2)(ii), 

repairs to the premises, the amount paid on without the 
account of such repairs; , proviso] 


(ii) where the premises, being a building, are occu- [s.io(2)(v), 
pied by the assessee otherwise than as a tenant, 
the amount paid by him on account of current °“^‘dings] 
repairs to the premises; 

(b) any sums paid on account of land revenue, local [s.io(2)(ix) 

rates or municipal taxes; . ea.lierpart] 

(c) the amount of any premium paid in res- [s.io(2)(iv) 

pect of insurance against risk of damage or destruc- , 
tion of the premises, being a building 


In respect of machinery, plant or furniture used for Section 31. 
the purposes of the business, profession or vocation the fol- Repairs and 
lowing deductions shall be allowed — macWnery 

plant and 
furniture. 


(i) the amount paid on 
thereto ; 


account of current repairs 


machinery 

etc.] 


(ii) the amount of any premium paid in res- [s. io(2)(iv), 

pect of insurance against risk of damage or des- pan for ma- 
truction thereof. chinery etc. 


( 1 ) In respect of depreciation of buildings, machinery. Section 32. 
plant or furniture oioned by the assessee and used for the Depreciation. 
purposes of the business, profession or vocation, the fol- 
lowing deductions shall, subject to the provisions of sec- 
.tion 34 [section re: conditions for depreciation], be allow- 
ed — 

(i) in the case of ships other than ships ordinarily [s.io(2)(vi), 
plying on inland waters, such percentage (for first para, 
each completed month of user) on the original 
cost thereof to the assessee as may in any case 
or class of cases be prescribed ; 

(ii) in the case of buildings, machinery, plant or furni- [s.io(2)(vi), 
ture, other than ships covered by clause (i), such first para, 
percentage (for each completed moiith of user) 

on the written down value thereof as may in any 
case or class of cases be prescribed ; 

(iii) in the case of buildings newly erected or machi- [ 5 . 10 ( 2 ) (via), 
nery or plant being new which has been installed, P^'^l 
after the 31st day of March, 1948, a further sum... 

equal to the amount deductible under clause (i) or 
• (ii), allowable for five consecutive previous years, 
including the previous year of erection or installa- 
tion. 

Explanation. — For the purposes of clause (iii), any [ 5 . 10 ( 2 ) (via), 
extra deduction for double or multiple shift working of pan] 
th(; machinery or plant admissible under clause (ii) shall 
be ignored. 
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Clouses 32^3 


r* ro(2){vii}, 
first para ] 


10(a) 

•i) t» 
provj 


(s |t>(2)(v0. 

moOinto) 

[New] 


(iv) in the case o] any building, machinery or 

plant which ts sold or discarded or demolished or 
destroyed tn the precious year, the amount by 
which the moneys received tn respect oj such 
building ‘machinery, or plant, together with the 
amount of scrap value, tf any, fall short of the uinl- 
ten doion value thereof, provided such deficiency 
is actually vmtten oB in the books of the asscssee 

Explanation— For the purposes of this clause the 
‘moneys received'* m respect o/ any building, machinery 
or plant shall include — 

(a) any insurance, salvage or compensation moneys 
received in respect thereof, 

(b) tohere the budding, machtnery or plant ts sold, the 
price for which it ts sold, whether such pnee has 
been cetually realised or not 


Is io(4)(vO, (2) Where, m the assessment ol the assessee, (or, if the 

p'O'' (b) assessee is a registered firm or an unregistered firm assess- 
ed as a registered firm, in the assessment of its partners) 
full effect cannot be given to any allowance under 

clause (i) or (ii) of subsection (1) ri0(2)(vi) mam paral in 
any precious year owing to there being no profits or gait's 
chargeable for that precious year, or owmg to the profits or 
gams chargeable being less than the allowance then sub 
ject to the proctstons of sections 73(3) and 74(3) [Subsec- 
tion (3) of mam Section re set of! in busmessl, tne allow- 
ance or part of the allowance to which effect has not been 
given as the case may be shall be added to the amount of 
the allowance for depreciation for the following precious 
year and deemed to be part of that allowance, or if there 
IS no such allowance for that precious year, be deemed to be 
the allowance for that precious year, and so on for suc- 
ceeding premous years 


Sect on 33 
Development 

[$ ie(a)(yM 
raaui para] 


In respect of a new ship acquired or new machinery 
or plant installed after the 3lst day of March 1954 which 
IS wholly used for the purposes of the business carried on 
by the assessee a sum by way of development rebate, 
equivalent to, — 


(i) in the case of a dnp acquired after the 31st day of 
December, 3957 forty per cent of the actual cost 
of the ship to the assessee, and 


(ii) in the case of a ship acquired before the 1st day of 
January, 1958, and in the case of any machinery 
or plant twenty five per cent of the actual cost 
of the ship or machinery or plant to the assessee 
shall subject to the procistons of section 34 [sec- 
tion re conditions for depreciation), be oUoin- 
ed as a deduction tn respect of the previous year 
trt tuhicfi the ship tuas aegutred or the machinery 
on plant loas installed or, if ike ship, machinery or 
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Clause 33 

plant is first put to use in the immediately suc- 
ceeding previous y^ar, then in respect of that pre- 
vious year. 

Explanation 1. — In the case of a ship acquired or ma- 
chinery or plant installed after the 31st day of December, 
1S57, where the total income of the assessee assessable for 
the assessment year relevant to the previous year in which 
the ship was acquired or the machinery or plant installed 
(the total income for this purpose being computed without 
making any allowance imder this section) is nil or is less ' 
than the full amount of the development rebate calculated 
at the rate applicable thereto imder this section, — 

(i) the sum to be allowed by way of development re- 
bate for that assessment year under this section 
shall be only such amount as is sufficient to reduce 
the said total income to nil ; and 

(ii) the amount of the development rebate, to the ex- 
tent to which it has not been allowed as aforesaid, 
shall be carried forward to the following assess- 
ment year, and the development rebate to be al- 
lowed for the following assessment year shall be 
such amount as is sufficient to reduce the total 
income of the assessee assessable for that assess- 
ment year, computed in the manner aforesaid, to 
nil, and the balance of the development rebate, 
if any, stiU outstanding shall be carried forward 
to the following assessment year and so on, so 
however that no portion of the development re- 
bate shall be carried forward for more than eight 
assessment years immediately succeeding the as- 
sessment year for which the development rebate 
was first allowable. 

Explanation 2. — ^Where for any assessment year deve- 
lopment rebate is to be allowed in accordance with the pro- 
visions of Explanation 1, in' respect of ships acquired or 
machinery or plant installed in more than one previous 
year, and the total income of the assessee assessable for 
the assessment year relevant to that previous year (the 
total income for this purpose being computed without mak- 
ing any allowance under this section) is less than the aggre- 
gate of the amounts due to be allowed in respect of the 
assets aforesaid for that assessment year, the following pro- 
cedure shall be followed, namely ; — 

(i) the allowance under paragraph (ii) of Explanation 
1 shall be made before any allowance under para- 
graph (i) of that Explanation is made; and 

(ii) where an allowance has to be made under para- 
graph (ii) of Explanation 1 in respect of amounts 
carried forward from more than one assessment 
year, the amount carried forward from an earlier 
assessment year shall be allowed before any amount 
carried forward from a later assessment year 

9 — 1 Law Oom./58 
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Section 34 
Conditions 
for dfpTeci* 
t on all< 3 v.itt 
ce «nd deve* 
lo^ent 

U ,o(*Uv.) 
Vrov (a) aod 
* lo{a^ (v.b) 
rrovpaia(a)J 


Clause 34 

(1) The deductions TC/erred to tn sub-section (1) 0 / 
section 32 [s l0(2)(vj) 10(2) (via), and (mOI sbaK 

be allowed only if the prescribed particulars have been fur- 
nished, and the deduction referred to tn section 33 
[s 10(2)(vib)3 shall be olloujcd only i/ the particulars pres- 
cribed for the purpose of clauses (i) and (ii) of sub-scetton 
(1) of section 32 [S 10(2)(n)l have been furnished by the 
assessee in respect of the ship or machinery or plant 


[N-wj (2) For the purposes of section 32 tl0(2)(vi), (via) and 

see rule 8] (Vn}]“ 

( 1 ) %f the buildings, machtnety, giant or furniture have 
been used by the assessee for the purposes of his 
business, profession or vocation for more than a 
month, the deduction under section 32(1), clauses 
(0(u) and (ill), (10(2) (vi) (via)] shall be deter- 
mined proportionately teifh reference to the com- 
plete months of user thereof by the assessee 


Provided, hoivewcr, thoti/thc totalpenod of userts less 
than one month it shall be deemed to be one com- 
plete month for eomputinp the deduction propor- 
tionately. 


Etplonation —la the cose of a seasonal factory u orhed 
by the assessee dunng all the wording seasons of the pre* 
uious year, the buildings, machinery, pfont or furniture shall 
be deemed to have been used by the assessee throughout the 
penod he loas the ouiner thereof during the previous year 
(j ioh)(vu), ( 11 ) the deduction provided for by section 32(1), clause 
^**^3 (ui) (10(2)(via)3 shall be alloived only in 

respect of a previous year relevant for the assess- 
ment year 1958-1959, 


{. M(*) (V,) 

>> oS 1^3 


a of i836 


(in) the aggregate of all deductions in respect of depre- 
ciation made under section 32(1), [10(2) (vi), (via) 
and (vu)] or under the fndion fneome-tox Act 
1922, or under any Act repealed W that Act or 
under the Indian Income-tax Act. 1886, shall, iu 
no case exceed the original cost to the assessee of 
the buildings, machinery, plant or furniture, as 
the case may be. 


nothing m section 32(l)(i) or ( 11 ) Cl0(2)(vi)] or 
32{l)(iu) [section 10(2){via)3 shall be deemed to 
Act 19583 authorise the allowance for any previous year of 

any sum in respect of any building machinery, 
plant or furniture sold, discarded, demolished or 
destroyed in that year. 

Is / t.» (3) (a) The deduction referred to in section 33 [S 10(2) 

Prov mam para ] shall not be aUotced unless — 

litierhalf} 

an amount equal to seventy five per cent of the develop- 
ment rebate to be actually allowed is debited to the profit 
and loss account of the relevant previous year and credited 
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Clauses 34-35 

to a reserve account to be utilised by the assessee during a 
period of ten years next following for the purposes of the 
business of the undertaking, except — 

(i) for distribution by way of dividends or profits; or 

(ii) for remittance outside India as profits or for the 
creation of any asset outside India. 

Exception. — The provisions of clause (a) shall not ap- lofaVvib) 
ply where the assessee is a company, being a licensee with- ea°i;gr half! 
in the meaning of the Electricity (Supply) Act, 1948, or ■* 

where the ship has been acquired or the machinery or plant 
has been installed before the 1st day of January, 1958. 

(b) If any ship, machinery or plant is sold [s- io(2)(vib) 

or otherwise transferred by the assessee to any person other 1 

than the Government at any time before the expiry of ten •* 

years from the end of the previous year in which it was ac- 
quired or installed, any allowance made under section 33... 

[s. 10(2) (vib), main para] in respect of that ship, 

machinery or plant shall be deemed to have been wrongly 
made for the purposes of this Act. 

(1) In respect of expenditure on scientific research, the Section 35 
following deductions shall be allowed — o^clentS'c 

(1) any expenditure (not being in the nature of capital .. 

expenditure) laid out or expended on scientific re- 

search related to the business; 

(ii) any sum paid to a scientific research association [s. 10(2) (xiii) 
which has as its objects the undertaking of scienti- part] 

fic research related to the class of business carried 
on, and which is approved for the purposes of this 
clause by the prescribed authority; 

(iii) any 'sum paid to a university, college or other in- [s. io(2)(xiii) 
stitution to be used for scientific research, research 

in social science or statistical research related to 

the class of business carried on, beinp a 

university, college or institution which is for the 
time being approved for the purposes of this clause 
by the prescribed authority; 

(iv) in respect of any expenditure of a capital nature on [s. io(2)(xiv) 
scientific research related to the business carried on para, 
by the assessee, such deduction as may be admis- earlier pan] 
sible under the provisions of sub-section (2). 

(2) For the purposes of clause (iv) of sub-section (1), — 

(i) one-fifth of the capital expenditure incurred in any k- io(2)(xiv) 
previous year shall be deducted for that previous “ para, 
year; and the balance of the expenditure shalh be ■* 

deducted in equal instalments for each of the four 
immediately succeeding previous years. 



EipIonat'O" -Where M 

commenced (., 

(ii) notwvthstandmg expenditure of 

' " here an asset representing ^ previous yea. 

a capital nature ce^ to the ^business ar^ 

for scientific ^eaieh of the cessati^ 

the ualuc of the ossct ®t , ^gjyctions already 
together totth *faUs short of the said 

allotted under clause {t; juus 

expenditure then allowed o 

W there shall , omount 

deduction for that Previous year of an 
equal to such defcicncy ..nder that Claus'- 

viousyear, (iil is sold w'*""*, 

VZel't Ihe'aSet “t fte S'S V 

if the asset ts sold .'r., cibseauent to the 

other purposes in a J’^'^f.K^c/foUs short of the 


ts I0(j)(X' 
2nd proviso 
(a) open 
lines] 


[1 ioc»)C«r), 

2nd prov (a) 
(01 

[s io(a)(xiv) 
2nd provsQ 


a," 


[I io(aKx.T} 
sod prwiM 

(b)l 


[i !0(aKxiv) 
2Dd pro (d)] 


ts to(2K*w) 

2nd proviso 
(e) earl et 
part] 


(IV) whS^ ?d<!*Sion K rf'esp^eSturcii^'" 

' ' under this section m respect of Kpen 

tte Sme previous year 

in respect of that asset K,i«ness after it 

(v) where the asses ^ used the related to 

' ’ ceases to be used tor ec'entific ^ea m |j^„s,blc 
that busmens deprc^tion shall oe „jp) 

under section 32(1) v|®d5es ( 1 ) ( ) Appreciation 
(vi) and (vu) tc sccUon authonsmg aey 
allowance] section as to 


ivij aiiu 

allowancel .y,,_ .-ection as to 

ts to( 2 K*^l (3) If any question a"ses under th^^^^g constitutes 
^proviso ^j^hether and i£ so to what eirtwt y c ^ 

(8>1 nr constituted or any asset is or was being useu 

;esca“h be Cental^ard of 

question to the presenbed authority whose oecis 

final ntinn 32 

l» to(aK«v) (4) The protn«ons of in relation to deduc 

2 ndprov,» [Section re depteciatiTOl shp apoly ^ 

( r ) pan 1 \ allowable under clause fiv) of sub-sectio t ; 



Clatises 35-36 

apply in relation to deductions allowable in respect of dep- 
reciation. 


The deductions provided for in the following clauses section 36 


Other deduc- 


shall also he allowed in respect of the matters, dealt with ^ 
therein, in computing the income referred to in section 28 ti^! 

[mam section for income from business] — 

. ,7 r ■ - 7 , . Insurance of 

(1) the amount of any premium paid m respect of in- stocks or 

surance against risk of damage or destruction of stores. 

slocks or stores used for the purposes of the business, pro- t®- *°( 2 )(iv), 
fession or vocation f pm for stock 


(2) any sum paid to an employee as bonus or commis- Bonus or co- 
sion for services rendered, where such sum would not have mmission to 
been payable to him as profits or dividend if it had not been employees, 
paid as bonus or commission, in either of the following b- .io( 2 )(x), 
cases, namely — . mam para] 


(i) where the amount of the bonus or com- [s, io(2)(x), 

mission is reasonable with refer- proviso] 

• • ence to — 

(a) the pay of the employee and the conditions of his 
service; 

(b) the profits of the business, profession or vocation 
for the previous year in question, and 

(c) the general practice in similar businesses, 
professions or vocations; or 

(ii) where such payment is in pursuance of the award [New] 
of an industrial or other tribunal comtituted under 

any law for the settlement of industrial disputes; 

(3) the amount of the interest paid in res- interest 

pect of capital borrowed for the purposes of the business, [s. 10(2) (id), 
profession or vocation. mjupartj 

Explanation. — ^Recurring subscriptions paid periodically [s. 10(2) (iii), 
by shareholders or subscribers in such Mutual Benefit So-Expln.] 
cieties which fulfil such conditions as may be prescribed, 
shall be deemed to be capital borrowed within the meaning 
of this clause. 

(4) (a) any sum paid by the assessee as an employer by Contributions 
way of contribution towards a recognised provident fund to certain fu- 
or an approved superannuation fund, to the extent provided pjyees’beSEt 
in section 293 [New Section in chapter on Recognised Pro- [^ew] 
vident Funds re ; allowing deduction for employer’s contri- 
bution] or section 310 [58R, main para, part re ; deduction 

for employer’s contribution] as the case may be; 

(b) any sum paid by the assessee as employer by way 
of contribution towai^ds any other fund created by 
him for the exclusive benefit of his employees under 
an irrevocable trust; 

(5) in respect of animals which have been used for the 
purposes of the business, profession or vocation otherwise 
than as stock-in-trade and have died or become permanently 
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Clauses SS-SS 

useless fear such purposes, the difference between the origi- 
nal cost to the assessed of the animals and the amount, u 
any, realised m respect of the carcasses or animals, 

Bad dehii (0) debts, or parts thereof, that are established to 

[i io( 2 )(* 0 . jjflue become bad debts in the preinous year, protnded— 

(i) such debts or parts of debts — 

(a) have been taken into account tn computing the 
income of the ossessec of that previous year or of 
an eorher previous year, or 

(b) represent money tent in the ordinary ojurse of 
the business of banking or money-lending tchich 
IS earned on ^ the asscssec, and 

[Lajtwordiof (u) such debts or parts of debts have been lonttcn of as 
t jo( 2 )(*i), irrecoverable in the occounts of the ossessee for 

mamparaj previous year : 


Provided that if the amount ultimately recovered on any 
^3 such debt or part of debt is less than the difference between 
the debt or part and the amount so deducted, the de^ctency 
shall be deductible for the previous ycor tn tvhich the ulti- 
mate recovery is made • 


Provided further that any such debt or part of debt os 
IS referred to tn sub-clouse (i) may be deducted if it has 
alreadu been written off as irrecoverable tn the accounts of 
an earlier previous year but the Income-tax O^iccr had not 
aHotced it to be deducted on the ground that it had not been 
established to havf become o bad debt in that year. 


S ft on 37 Any expenditure (not being expenditure of the nature 
General described in sections 30 to 36 (all other sections re deduc- 
Ii »o(9>(*v)] tions] and not being in the nature of capital expenditure or 
personal expenses of the assessee), laid out or expended 
wholly and exclusively for the purpose of the business, pro- 
fession or vocation shall be allowed tn computing income 
chargeable under the head “Pro/its and gams of business, 
profession or vocation” 


S^noft 3B 
Build ng etc 
pa ily used 
for bus ness 
etc. or not 
exclusively 


{1} Where any substantial part of ony premises is used 
as a dwelling house by the assessee, the deduction under 
section 30(a)(1) [10(Z)(t) and (li)] shall be such sum as the 
fncomc-tai 0;^cr may determine, having regard — 

(a) m a case under section 30(a)(1)(a) tl0(2)(i)] to the 
proportionate annual value of the part used for the 
purposes of the business, profession or vocation, or 


[• 10(lKu) 
ptwiso] 


(b) tn a case under section 30(a)(i)(b) [10(2)(u)], to 
the part of the premises used for the purposes of 
the business, profession or vocation. 
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Clauses 38-40 

(2) Where only a part of any premises is used for the [s- io(s)(ix), 
purposes of the business, profession or vocation, the deduc- latterponion] 
tion under section 30, clause (b) [10(2)(ix), earlier portion] 

shall he such sum as the Income-tax Officer may determine 
having regard to the part so used. 

(3) Where any building, machinery, plant or furniture [s. 10(3)] 
is not exclusively used for the purposes of 

the business, profession or vocation, the deductions under 
section 30(a)(ii), 30(c), 31(i) and 31{ii), 32(1), clauses (i) (ii) 
and (iv) and 36 clause (1) [S. 10(2) (iv), (v), (vi) or (vii)] 
shall be restricted to a fair proportional part thereof which 
the Income-tax Officer may determine having regard to the 
user of such building, machinery, plant or furniture for the 
purposes of the business, profession or vocation. 

Where a managing agent of a company is liable unde/ Section ,"9 
an agreement made for adequate consideration to share Managing 
managing agency commission with a third party or parties, commssion 
the said agent and the said party or parties shall file a [ s. laA ] 
declaration showing the proportion in which such commis- 
sion is shared between them, and on proof to the satisfac- 
tion of the Income-tax Officer of the facts contained in such 
declaration such agent and each such party shall be charge- 
able only on the share to which such agent or party is en- 
titled under the agreement. 

Notwithstanding anything to the contrary in sections Section 40 
30 to 39, [10(2)], the following amounts shall not be de- Amounts not 
ducted in computing the income chargeable under the “ 
head ‘‘Profits and gains of business, profession or vocation" 

(a) in the case of ,any assessee — s. 10(2) (iii) 

proviso, part 

(i) any interest chargeable under. this Act which 

is payable outside India (not being interest on a 
loan issued for public subscription before the 1st 

day of April, 1938), on which tax has not 

been paid or deducted under section 202 or 204 
[18] and in respect of which there is no person in 
India who may be treated as an agent under sec- 
tion 173 [43]; 

(ii) any sum paid on account of any cess, rate ors. 10(4) fiisi 

tax levied on the profits or gains of any business, 
profession or vocation or assessed at a proportion 
of or otherwise on the basis of, any such profits 
or gains; 

(iii) any payment which is chargeable under [s. 104) Ca)] 

the head “Salaries”, if it is payable without India 
and if the tax has not been paid thereon on assess- 
ment nor deducted therefrom under section 201. 

[s.l8] nor recovered under section 209 , [s.8(7)]; 



tj 10(4) (b) 1 


l..,o(4A)(»)] 


Claxaes 40-41 

(iv) any payment to a provident or other fund 

established for the benefit of employees of tM 
csseasec. unlea the ossessec has made e»ectwe ar- 
rangements to secure that tax shall be deductw at 
source from any payments made from the fund 
which are chorgcaolc to tax under the head Sala- 
nes", 

(b) m the case 0 / any firm, any payment of 

interest, salary, commission or remuneration, made 
by the firm to any partner of the firm, 

(c) in the cose of any company— 

(i) any expenditure which results directly or 

indirectly in the provision of any remuneration or 
benefit or amenity to a director or a person who 
has a substantial interest in the company inthio 
the meaning of section 2 clause (20), Explanation 
[s 2(6C)(ui)l, 

( 11 ) any erpenditure or allowance in respect of any 
assets of the company used by any person refer- 
red to m sub-clause ( 1 ) either wholly or partly for 
his own purposes or benefit, 

if m the opinion of the Income-tax Officer any such 
erpenditure or allowance os ts mentioned in sub- 
clauses (t) end («> is excessive or unreasonable 
having regard to the legitimate business needs of 
the company and the benefit derived by or accru- 
ing to It therefrom 

) Erplanotton The provisions of this clause 
[Section 10{4A)] shall apply notwithstanding that 
amount disallowed under this clause is included in the 
total income of any person referred to m sub-clause ( 1 ) 

“ (d) In the case of a hanking company, the emounts 

uhich ?uive been altoioed as a deduction m com- 
puting its income chorgeable to income fox tinder 
the head 'interest on securities” under the prow- 
sions of section 20(1) Expln(l) (b)] 

(1) ^Vhere for the purposes of computing income un- 
geabietoi« head Promts and gams 0 / business, profession or 

Amoutiu T«> vocation” an allowance or deduction has been made in the 
fwtd m res assessment for any year m respect of any loss, expenditure 
|wci of loss or trading liability inciured oy the assessee and, subse- 
® quently during any previous year the assessee has re- 

ceived whether in cash or m any other manner whatso- 
ever any amount tn respect of such loss or expenditure 
or has obtained -wme benefit m re'^pect of such trading 
babihty by w^y of remission or cessation thereof the 
amount received by him or the value of the benefit ac- 
cruing to him shall be chargeable to income tax os the 
income of the business, profession or vocation of that pre* 
vious yeor 


so (a) it (b)) 
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Clause 41 

(2) Where any building, machinery or plant profits on sale 

which is owned by the assessee and which was or has of depreciable 
been used for the purposes of business, profession or uoca- 

tion, is sold, discarded, demolished or destroyed in the [s. io( 2 )(vii). 
previous year, and the moneys received in respect of such “"f a 
building, machinery or plant, as the case may be, together provis^ part 
with the amount of scrap value, if any, exceed the written s^mphRed] 
down value, so much of the excess as does not exceed the 
difference between the original cost and the written down 

value shall be chargeable to income-tax as income 

of the business, profession or vocation of the previous year 
in which the moneys are received. 

Explanation 1 — For the purposes of this sub-section, 
the expression “moneys received” in respect of any build- 
ing, machinery or plant has the same meaning as in sec-‘ 
tion 32(1) (iv) [sec. re ; depreciation-clause for loss on 
sale] J 

Explanation 2. — The provisions of this sub-section shall [s. io( 2 )(vii), 
apply notwithstanding that the business, profession, or vo- 
cation for the purposes of which the building, machinery or J^er..* 
plant was being used is no longer in existence at the time thereof”’] 
when the building, machinery or plant is sold, discarded, 
demolished or destroyed. 

Explanation 3. — For the purposes of this sub-section, [s. io( 2 )(vii) 
the original .cost of a building, the v/ritten down value of 5 'h provjso.j. 
which is determined in accordance with section 42 clause 
(7) (b), proviso [Section 10(5) (b), 1st proviso] shall be 
deemed to be 'the written down value so determined as 
at the date of its being brought into use for the purposes 
of the business, profession or vocation 

(3) Where an asset representing expenditure of a capi- profits on sale 
tal nature on scientific research within the meaning of sec- of scientific 
tion 35(1) (iv) read with section 42 clause (5) [Section 10 research as- 
(2) (xiv)] is sold whether during the continuance of the^^^^' 
business or after the cessation thereof without having been 

used for other purposes and the proceeds of the sale toge- (^.1 
ther with the total amount of the deductions made under ^ ' ■ 
Section 35(2) (i) [s. 10(2) (xiv) first para, latter part] ex- 
ceed the amount of the capital expenditure, the excess or 
the amount of the deductions so made, whichever is the 
less, shall be chargeable to income-tax as income of the 
business, profession or vocation of the previous year in 
which the sale took place. 

(4) Where a deduction has been allowed in respect of [s 10 ( 2 ) (xi), 
a bad debt or part of debt under the provisions of section proviso ear- 
36 clause (6) [s. 10(2) (xi) first para! then if the amount 
ultimately recovered on any such debt or part is greater 

than the difference between the debt or part of debt and 
the amount so allowed, the excess shall be chargeable tn 
income-tax as income of the business, profession or voca- 
tion of the previous year in which it is recovered. 
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Clause 42 

Sect on 4 * In Sections 28 to 41 [all sections incorporating any part 
injffpreuuon g{ section 10 ]<ind tn thif section, unless tne context other 
loise requires, — 

Actual cost ( 1 ) "actual cost” means the actual cost o{ the as- 
[S io(5> sets to the assessee reduced by that portion ol the cost 
Erpii) a' lbe if any. as has been met directly or indirectly by 

pw) Government or by any public or local authority 
s iota) (siv), Explanation 1 —Where an asset is used in the bi^iness 
2 nd proviso after It ceases to be used for scientihc research related to 
(e), latter business, and a deduction has to be made under sec* 
tion 32(1) clause (i) (ii) or (iv) [Section 10(2) (vi) or 
(vii)] in respect of that asset, the actual cost o/ ike asset 
to the assessee shall be the actual cost to the asses^see as 
reduced by the amount of any deduction allowed under 
section 35(1) (iv) [10(2) (xiv)l or under any corresponding 
n otjgM pTOoision oj the Indian Income tax Act, 1922 
[S 10(5) (e)] Explanation 2— Where an asset is acquired by the a^ 
sessee by way of gift or inheritance, the actuol cost of the 
asset to the assessee shall 6 c the written down value there- 
of os m the case of the previous owner for the preuious 
yeor tn which the asset is so acquired or the market value 
thereof on the dote of such acquisition, whichever is the 
less 

Explanation 3— Where, before the date of ac* 

jjjprmwj quisition by the assessee, the assets were at any time used 
by any other person for the purposes ol his business, pro- 
fession or vocation and the Income-tax Officer is satisfied 
that the main purpose of the transfer of such assets, direct- 
ly or indirectly to the assessee, was the reduction of a lia- 
bility to income-tax (by claiming depreciation with refer- 
ence to an enhanced cost) the aclual cost to the assessee 
shall be such an amount as the Income-tax Officer may, 
with the previous approval of the Inspecting Assistant 
Commissioner, determine having regard to all the circum- 
stances of the case 

(s 10 ( 5 ) (a) Explanation 4 — Where assets which had once 

ana prov so] telonped to the assessee and had been used by him for 
the purposes of bis busmess. profession or vocation and 
thereafter ceased to be his property by reason of transfer 
or otherwise, are re-^Kqmred oy him, the actual cost to 
the assessee shall be the actual cost to him when he first 
ac^ired the assets Jess all depreciation actually allowed 
II ot jgu to him under this Act or under the Indian Income-tax Act, 
1922 or under any Art repealed by that Act or under exe- 
acfisse. cutive orders issued when the Indian Income-tax Act, 1886, 
was in force 


(S ^^(Oi^nd 
proviso litter 
Kilr, pan] 


Explanation 5 — When any capital asset ts trans/erred 
by a company to its subsidiary company, then, tf the condi- 
tioiw of section 47(m) [section 12B(1), 2nd proviso, earlier 
half] ore satisfied, the actual cost of the ^ansfer- 

red capital asset to the subsidiary company shall be taken 
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Clause 42 


to be the same as it would have been if the parent com- 
pany had continued to hold the capital asset for the pur- 
poses of its business. 

(2) “paid” means actually paid or incurred according [s. 10(5) 

to the method of accounting upon the basis of which the First para, 
profits or gains are computed under the head “Profits cndP^''^-! 
gains of business, profession or vocation”; 

(3) “plant” includes ships, vehicles, books, scientific [s. ,0(5) 

apparatus and surgical equipment purchased for the pur-F<rst para, 
poses of the business, profession or vocation; pan-] 

(4) “received” means received according to the method “Received” 
of accounting upon the basis of which the profits or gains [Newj 
are computed under the head “Profits and gains of business, 
profession or vocation”; 


(5) (i) “scientific research” means any activities in the “Scientific 
fields of natural or applied science for the extension of . , 

knowledge; 


(ii) references to expenditure incurred on scientific re- [S.io(2)(xiv) 

search include all expenditure incurred for the pro- Expin. (ii).] 

secution of, or the provision of facilities for the prosecu- 
tion of, scientific research, but do not include any expen- 
diture incurred in the acquisition of rights in, or arising 
out of, scientific research; 


(iii) references to scientific research related to a busi- [S.io(2)fxiv) 
ness or class of business include — Expin. (m).] 


(a) any scientific research which may lead to or faci- 
litate an extension of that business or, as the case 
may be, all businesses of that class; 

(b) any scientific research of a medical nature which 
has a special relation to the welfare of workers 
employed in that business or, as the case may be, 
all businesses of that class ; 


(6) “speculative transaction” means a transac- [S. 24(1) 

tion in which a contract for purchase and sale of any Expin. (2).] 
commodity, including stocks and shares, is periodically or 
ultimately settled otherwise than by the actual delivery 
or transfer of the commodity or scrips: 


Provided that for the purposes of this clause — 

(a) a contract in respect of raw materials or merchan- 
dise entered into by a person in the course of his 
manufacturing or merchanting business to guard 
against loss through future price fiuctuations in 
respect of his contracts for actual delivery of 
goods manufactured by him or merchandise sold 
by him; or 
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Clause 42 

'' iSFlf 

tSgh price fluctuations, ^ forwaifl 

"ssi:S2isjSi:sf'i 

to guard eg”'?* as such member, 

“”1?ote a1^at,ve transaction; 

shall not be deemed to be a spec 

m “written down value” mean^ previous year, 
“Wntiefl , y; . q{ assets acquired m lue e 

'tlfacScost to the assessee, 

main ^rt 1 


[j 10(5) W- 

mam pa« 1 


It of 1933 


9 of j886 


[j io(s> (b) 

i»t proviM 1 


the acxuai 

® “ear, 

^s^eiTiSAriniln hicom.tax Act, « 

IttSwVa^ete^ow^Sfe 

•had the 


used for the aforesaid p provisions of , _ 

^Ssition by aiaKsee^^d M J^^Ption been in tot' 

rants' me”ate ol acquisition 


on and from the date 01 „,cccsston tn Buf* 

sESe» «rn »nUcee.- 

SManSS'^SiiS asset 

;Sn?co'»"aVS.SSttV‘bol^^^^ capital asset to 
the purposes of its business ^asonect of any de- 

10(5) Expl£Watiort3--Any aUowance n re^ [chapter on 

Se‘“nM 

tion “actually allowed 




^'1 
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Clauses 43-47 


Buildings provided by the assessee for the residential Section 43 
accommodation of his employees engaged in the business, Residences of 
profession or vocation, where the occupation by the em- employees. 
ployees of such building is subservient to and necessary for [New] 
the performance of their duties, shall, for the purposes of 
computation of income chargeable under the head “Profits 
and gains of business, profession or vocation”, be deemed 
to be buildings occupied by the assessee for the purposes 
of his business, profession or vocation. 

Insurance business 

Notwithstanding anything to the contrary contained in Section 44, 
the provisions of this Act relating to the computation of 
income chargeable under the head “Interest on securities”, p \ / j 
“Income from house property” or “Income from other sour- 
ces”, or in section 207 [18(5), main para, part regarding j-uie 9.] ' 
credit for tax deducted at source] or in sections 28 to 43 
[all earlier sections regarding Profits and gains of busi- 
ness], the profits and gains of any business of insurance, 
including any such business carried on by a mutual insu- 
rance association or by a co-operative society, shall be com- 
puted in accordance with the provisions of the First Sche- 
dule [Schedule, Rules 1 to 8]. 

E — Capital gains 

Any profits or gains arising from the sale, ex- section 45 

change, relinquishment or transfer of a capital asset effect- Capital gains 
ed in the previous year shall, save as otherwise 2rrouided [s. 12 B (i) 
in sections 55 and 56 [12B(4)] be chargeable to income-tax main para 
under the head ‘Capital gain^. earlier part.] 

The income chargeable to income-tax under the head 
“Capital gains” shall be deemed to be the income of the p 
previous year in which the sale, exchange, relinquishment 
or transfer took place. kuerpart.] 


For the purposes of section 45 [12B(1) main para], the Section 47 
following shall not be treated as a sale, exchange, relinqui- ^ansactions 
shment or transfer of capital assets — ^sak 


(i) any distribution of capital assets on the total 
partial partition of a Hindu undivided family; 

(ii) any transfer of a capital asset under a gift; 

or will; 


or [s- i 2 B(i) 

ist. I’rov. 
part.] 

[s. I2 B(i), 1st 
• • • Prov. part.] 


(iii) any transfer of a capital asset by 
subsidiary company if — • 


a company to its 


[s. i2B(i)2nd 
I’rov. earlier 
part.] 


(a) the parent company or its nominees hold the 
whole of the share capital of the subsidiary com- 
pany, and 


(b) the subsidiary company is an Indian company 
• and is a resident. 
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Clauses 4&-50 


Scci,™ <a The income cimrscable tinder the head "Capital gains" 
Modeofeom shall be computed by deduchTio from the full value of the 
putatjcm and consideration for whidz the sale, exchange, relinquishment 
deducoM transfer of the capital asset is made, the /oUomtnp 
o"i<>”"‘s. nameiy- 


(i) expenditure incurred wholly and exclusively in 
[* ijB( 2 ) (i)] connection with such sale, exchange, relinquish* 


ment or transfer. 


[s (u) the statutory cost of the capital asset, as dctermiu- 

P“^3 cd in accoraonce with the provisions hereina/tcr 

contained 


Sect on 10 Where the copital asset become the properfy of the 
Statutory «»t ossessec by any 0 / the /oflotmnp modes, the statutory cc^ 
wth referon- of the osset sholt bc determined tn accordance ujtth the 
“ to in^rt protnstons of sections 50 and 51 [next ttco sections jollow- 
[Ne'w]^* ‘"ffi dealiny loilh dcterminohon of stotutory cost] — 

(i) under a purchosc, eichongc, reUnquishmcnt or other 
transfer, 

(u) on any distribution of copital assets on the total or 
‘ partial partition of a fiindu undivided family, 


(ui) under a 91 /t or toill, 

(iv) <a) by succession, inhenfance or devolution, or 

(b) on any distribution of capital assets on the dwolu* 
tion of a firm or other association of persons, or 

(c) on any distribution 0 / capital assets on the hqutdo* 
tion of a company, or 

(d) under a transfer on reuocoble or irrevocable trust 


Sect on 50 The statutory cost of an asset shall be determined os 
Determ na follows — 
t on of staiu* ' 

torycwi ( 1 ) tvherc the cooital asset became the property 0 / 

the ossessee oy ony of the modes specified in 
section 49(i) [clause (i) of section for statutory 
cost with reference to modes of acquisition], the 
stotutory cost of the asset shall be — 
fi n B{i) (a) the cost of ocguwtion of the asset to the asses- 
(ii) pari] see , as increosed by the cost of any vn- 

prouements made thereto, incurred and borne by 
the ossessec, or 


part] 


(b) where the capital asset became the property of 
the assessee before the 1st day of Janu- 

ary, 1954 then, at the option of the assessee, the 
fair market vsdue of the asset on the 1 st day of 
January 1954 as increased by the cost of any 
improvements made thereto on or after the 1st 
day of January, 1954 incurred and borne bu the 
assessee 
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Clause 50 


(2) Where the capital asset 'became the property of [s- . izB( 3 ), 
the assessee by the mode specified in section 49 (ii) [clause 
(ii) of section re : statutoiy cost with reference to modes panT ^ * 
of acquisition], the statutory cost of the asset shall be de- 
termined as follows — 


(i) where the capital asset became the property of the [s. laB (3), 
assessee before the 1st day of April, 1956, the sta- prov. ( 1 ), 
tutory cost of the asset shall be the highest of the 
following — 

(a) the cost of acquisition of the asset to the previ- 128 ( 3 ). 
ous owner thereof, as increased by the cost o/main p^, 
any improvements made thereto after its acqui- 

sition by the previous ^owner or the assessee, in- 
curred and borne by the previous owner or the 
assessee, as the case may he; or 

(b) the fair market value of the asset on [s. 12B (3), 

the date on which it became the property of theP^X: (')> 

assessee as increased by the cost of 

any improvements ■ made thereto after its acqui- 
sition by the assessee, incurred and borne by 
the assessee; or 

(c) where the capital asset became the property of \s. 12 b ( 2 ), 

the previous owner before the 1 st day of 3 rd prov. 

January, 1954, the fair market value of the as- 

set on the 1st day of January, 1954, as increased 
by the cost of any improvements made thereto 
on or after the 1st day of January, 1954, by the 
previous owner or the assessee. incurred and 
borne by the previous owner or the assessee, as 
the case may be; 

(ii) where the capital asset became the property of ^ ® ../s} 

the assessee on or after the 1st day of April, 1956, ^ ^ 

" the statutory cost of the asset shall be the 

fair market value of the asset on the date of the 

partition, as increased by the cost of any improve- 
ments made thereto on or after the date of the par- 
tition, incurred and borne by the assessee. 


(3) Where the capital asset became the property of 
the assessee by any of the modes specified in section 49 
(iii) [clause (hi) of section regarding statutory cost with 
reference to mode of acquisition], the statutory cost of the 
asset shall be determined as follows : — r t, / , 

[s. 12 B (2) 

(i) where the capital asset became the property of^^t. 

the assessee before the 1st day of April, 1956, its {3), ’ main 
statutory cost shall be determined in accordance para, earlier 
with the provisions of clause (i) of subsection ( 2 ); 


(ii) where the capital asset became , the property of W. 

the assessee on or after the 1st day of April 1956, 
the statutory cost of the asset shall be — 
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Clauses 50-51 


fi laB (3). 

man T«ra 
earl ex haU, 
pa«l 


(a) the cost of ocqumtion bVthfco?? of 

SiT« the ^tttoos omn^r or ^ 

curred end borne Iw We ^ „ 
assessce, as the case viuy 


[t uB (*) 
3 rd prov 


part] 


assessce, as 

fb) iBherc the “set became the pjop^’jyj^^tory, i§54 

Sous owner hejore 1« the fair tmt 


^ uious owner bcjorc '“gjsJsscc, the fatr 
then, at the option of the ^ Jonuary 

Ut iobte of tSe osset on <hc 1« f ,„prooe 


[t laB {3)> 
mam para 
earl>«i Bali, 
pan] 


Ut ioloe of tSe osset tmprooe 

1954, os inereoscd ‘’’'/^fler the 1st 
merits '"‘‘^'5 SrOToas owner or the M- 

Jonuoru, W54. ‘J'l Jr„j by the pretnoos own 
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(4) Where the copitol osset become the^^^J l 

fcr.hi SoV^sf^ -e^copito. «set shoUJ- 

(a) the cost of ««l«isittcm of the asset to t 

J'S'o^m'eMVS^^ 

KXTc-us tnS'or tAe assessce, os 
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'sV” 
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(b) where thej.itetJbecamjthej:rep^yjO^^^ 


ous Otonw before the 1st day OJ ,i“7„7Vaarket 
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as increased by the cost of °^{ , ' Sjanuary. 
made thereto on or after the 1st doy 
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became the property of the the previous 

ed to be the cost of acquisition thereof to me y 
oioner for the purposes of this scctwn 

s«ton 51 Where the capital osset IS on asset in respect of whic^ 

Special pro- a deduction on account of .^^der this Act 

™Tn. »/" ‘i; ^xT/in^riSeTi^rcimi: r 

"S“t pealed bv that Art, or under eicentine mdcrs^^^^^ 

deprMiblc the Indian Income-tax Act, 1886, was In force in e 

..fa. stone of section 50 [preceding section regarding detem 


(3, Explanation -Where the “I “X’ Mcertmn?d“^ 

p|. tal asset to the previous 5%?“™, tal asset 
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Clauses 51 — 55 


nation of statutory, cost] shall he subject to the following ” ^ 

modifications:— 2ofi886 

(1) The \vritten down value, as defined in section 42 
clause (7) [s. 10(5)], of the asset, as adjusted, shall 

be taken as the statutory cost of the asset. ' pLt] 

(2) Where under any provision of section 50 [pre- 

ceding section regarding computation of statutory ® 
cost] the fair market value of the asset on the 1st J 

day of January, 1954, is to be taken into account 

at the option of the assessee, then, the statutory 
cost of the asset shall, at the option of the assessee, 
be the fair market value of the asset on the said ‘ 
date, as reduced by the amount of depreciation, if 
any, allowed to the assessee after the said date, 
and as adjusted. 

Where any capital asset was on any previous Section 52 

occasion the subject of negotiations for its sale, exchange, ““ 
relinquishment or transfer, any option or other money re- received, 
ceived and retained by the assessee in respect of such nego- - 2 

tiations shall be deducted from the cost of acquisition or proviso] 
the written down value or the fair market value, as the 
case may be, in computing the statutory cost. 

The full value of the consideration for the exchange Section 53. 
of a capital asset referred to in section 48 [section re; Cons.dera- 
computation of income] shall be taken to be the fair 'mar- for ex- 
ket value, on the date of the exchange, of the asset obtain- 
ed by the assessee in exchange , — [New] 

(a) as increased by the value of any other considera- 
tion obtained by the assessee, and 

(b) as diminished by the value of any consideration- 
in addition to the capital asset, given by the asses- 
see. 

Where the Income-tax Ofificer is satisfied that- the con- Section 54. 
sideration recited in any deed of sale, exchange, relin- Cons.de.-a- 
quishment or transfer of a capital asset is low and that it ^ow 

was so recited with the object of avoidance or reduction deteimined in 
of the liability of the assessee under section 45 [section cases of 
re: chargeability], the full value of the consideration re- understate- 
fe^ed to in section 48 [section re : computation of capital “ont. 
gains] shall, with the prior approval of the Inspecting As- [®- B (2), 

sistant Commissioner , be taken to be the fair P''°'^'-' 

market value of the capital asset on the date on which the 
sale, exchange, relinquishment or transfer took place. 

anything contained in section 45 [S gains 

12B(1) main para], where a capital gain arises from the exempt from 
sale, exchange or transfer of one or more capital assets, tax. 
being buildings or lands appurtenant thereto the income [s. 12 B (4) 
of which is chargeable under the head “Income from house (a)] 

10 — 1 Law Com./ 58 . 


140 

Claiues 55^7 

property", and the fuU aggregate %a!ue oJ the coMidera 
tjon for which the sale, exchange, or transfer is made dc^ 
not exceed the sum of twent>-fi\e thousand rupees, the 
capital gam shall not be included m the total m- 

come of ^e assessee. 

Pro%nded that this section shall not apply in any case 
where the aggregate of the fair market values of all capi- 
tal assets, being btitldinos or lands appurtenant thereto 
the income of uhidi is chargeable under the head “Income 
from house property”, ov by the assessee immediately 
before the sale, exch^ge or transfer aforesaid is made, 
exceeds the sum of rupees fifty thousand. 

Swon 5 ^ Where a capital gam arises from the sale, exchange, 
rf°°DW)StY relinqui^menl or transfer of a capital asset to W’hich ^e 
used provisions of section 55 {12B(4) (a)) are not applicable, be- 

<ieoeci mg buildings or lands appurtenant thereto the mcome of 

fi-iiB ( 4 ), which IS chargeable under the head 'fneome /rom house 
(i*)] property*, which m the two years immediately preceding 

the date on which the sale exchange, relinquishment or 
transfer took place, was being used by the assessee or a 
parent of his mainly for the purposes of his own or the 
parent’s own residence, and the assessee has witbm a 
period of one year before or alter that date purchased a 
new property for the ptuposes of his own residence, then 
mstead of the capi^ gam being charged to tneome^tor 
as mcome of the previous year in which the sale exchange 
relinquishment or transfer took place, it shall, if the asses- 
see so elects m writing before the assessment is made, be 
dealt with m accordance with the foUownug provisions of 
this section, that is to say, — 

(i) if the amount of the capital gam is greater than 
the cost of the new asset, the difference between 
the amount of the capital gain and the cost of the 
new asset shall be charged under section 45 [(i2B| 
(1), mam para] as mcome of the previous year, or 
(u) if the amoimt of Uie capital gam is equal to or less 
than the cost of the new asset the capital gam 
shall not be charged under section 45 [section 12B 
(1) mam para] 

Interpret* 1” acctiOTW 50 ond 51 [sections re determination of 

tion. ^ statutor) ewi]— 

(al “od;u5lcd”, i« relation to icnttcn douin value or 
jair f7tarl,e( tiafuc, means duntnishcd by any loss 
deducted or tncrcosed by any profit assessed, undn" 
the prormons of section 32(11 clause (iv) [s. 10 
(21 (vu>-part for losses] or section 41(2) [s 10(2) 
(vu)— part for profitsl, as the case may be, 

(b) “con of any improvemerttf' means all expenditure 
of a capital nature incurred in making any cddi- 
twns or aiteratums lo the capital asset, but does 


OTd prov 

latter li*ir] 
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Clauses 57 — 59 

not include any expenditure which is deductible 
in computing the income chargeable under the 
head “Interest on securities”, “Income from house 
property”, “Profits and gains of business, profes- 
sion or vocation” or “Income from other sources” ; 
and “improvements” shall be construed according- 
ly. 


F — Income from other sources Section 58 

(1) Income of every kind shall income from 

be chargeable to income-tax imder the head “Income from sources 
other sources” if it is not chargeable to income-tax under 
any of the heads specified in section 14, items A to E [Sec- 
tion 6, clauses (i) to (iv) and (vi)]. 


(2) In particular, and without prejudice to the genera- 
lity of the provisions of sub-section (1), the following in- 
come shall be chargeable to income-tax under the head “In- 
come from other sources”, namely : — 


(i) dividends. 


Dividends 
[S. 12 (lA).] 


(ii) income from machinery, plant or furniture belong- Hue of 
ing to the assessee and let on hire, if the income ^ant'o"^’ 
is not chargeable to income-tax under the head fUmi ure. 
“Profits and gains of business, profession or voca- [New] 
tion”; 


(iii) where an assessee lets on hire machinery, plant or Le^e of 
furniture belonging to him and also buildings, and buddm^^^ 
the letting of the buildings is inseparable from the fromlease ^ of 
letting of the said machinery, plant or furniture, machinery 
the income from such letting of the buildings, if it e.c. 
is not chargeable to income-tax under the head [New] 
“Profits and gains of business, profession or voca- 
tion.” 


( 1 ) For the purposes of inclusion in the total income Section 59 

of an assessee any dividend vaid bv a comvany whose 

total income is chargeable to income-tax under this Act°‘°‘'^ “ 
shall be the gross amount of the dividend as determined 
under sub-section (2). 


( 2 ) Subject to the provisions of sub-section ( 3 ), the gross [S. 16 ( 2 ), 
amount of the dividend shall be the amount of the net divi- P^> 
dend as increased in accordance with the following for- 
mula — 


DxR 

Increase= 

100 minus R. 

In the above formula, — 

ti) “Increase” stands for the increase to be made in the 
amount of the net dividend; 
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Chmses 59-50 

(a) ‘D ifands /or the omount 0 / the Tict dtutdcnd, and 

(m) 'R’ stands /or the Goerofirc rate of income-tax ap- 
phcable to the company for the financial year tn 
tohich the dividend ts pasd, credited or distnbuled 
or deemed to haoe been poid, credited or distn- 
buted The rate is to be expressed as a percentage, 
for erample, lohcre the rate is 25 naya paise per 
rupee, ‘R stands /or the )ipure 25 

(3) When the /und out of which the dividend 

(S !6 (2) has been paid credited or distributed or deemed to have 
provw] been paid, credited or distnbuled includes — , 

( I ) any profits and gains of the company not included 
m its total income or 

( II ) any income of the company on which income-tax 
was not payable, or 

(in) any amount attnbulable to any allowance made m 
computing the profits and gams of the company 
the mcrease to be made under svh-secUon (2) shall 
be calculated only upon such proportion of the net 
dividend as the said /und after deduction of the 
inclusions enumerated above bears to the whole of 
that fund 

Sect on 60 The income chorgeoMc under the head "fneome from 
Ded«njoa> Other sources ’ sholl be computed after making the /olloie* 
tng deductions, namely — ■ 

19 / 9 i m the case of dividends, any reason- 

Sa pan Commission or remuftera- 

part ] ^ tion to a banlcer or any other person realising such 

dividend on behalf of the assessee , 

00 tn the case of income of the nature referred to in 
1*1 section 58(2) douses (ii) and (iii) [new sub sec- 
deduw onsi regarding income from hire of machmeiy etc 

■* and lease of buildmgs inseparable from machinery, 

m the Section regarding qhargeability^, deductions 
so far as may be, ui accordance with the provisions 
of sections 30(aKii) 30(c), 31, clauses ( 1 ) and (u), 
^(1) clauses ( 1 ) (h) and (iv), and 36 clause (1) 
/section ]D(2)(jy) (v) (vi> and (v»> portions id- 
corporated in draft section for deductions m income 
from busmessl and subject to the proutstons of 
sections M and 38 [section 10 provisions incorpo- 
rated m draft section regarding conditions for de- 
preciation and development rebate and partial 
[S 12 (2) ! userl, 

1 ('^^1 other expenditure (not being in the nature of 

capital mipen^ture) laid out or expended wholly 
and earclunuefv for the purpose of making or earn- 
ing such mcome 
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Clauses 61-62 


Notwithstanding anything to the contrary contained in Section 6i 
section 60 [Section regarding deductions for income from Amounts not 
other sources], the following amounts shall not he dedtic- deductible. 
lihle in computing the income chargeable under the head 
'^Income from other sources”, namely: — 

(a) in the case of any assessee — [S. 12 (2), 

* proviso.] 

(i) any personal expenses of the assessee; 

(ii) any interest cliargeable under this Act which is 
payable outside India (not being interest on a - 
loan issued for public subscription before the 

1st day of April, 1938), on which tax 

has not been paid or deducted under section 202 
or 204 [Sections regarding deductions of tax at 
source], and in respect of which there is no per- 
son in- India who may be treated as an agent 
under section 173[section 43]; 

(iii) any payment which is chargeable under the head 
“Salaries”, if it is payable without India, unless 
tax has been paid thereon on assessment or de- 
ducted therefrom under section 201 [18(2)] 
or recovered under section 209 .[18(7)]; 

(b) in the case of a company, any ea^enditure or allow- [S. 12 (5) 

once of the nature referred to in section 40, clause read 

(c) [section 10 (4A) (a) and (b)], notwithstanding 

that the amount thereof is included in the total in- 
come of any person referred to in section 40(c)(i) 

[10(4A) (a)]. 

(1) The provisions of section 41(1) [Section 10(2A)'] Section 62 
shall apply, so far as may be, in computing the income of Profits 
an assessee under section 58 [main section regarding charge- chargeable 
ability of Income from other sources], as they apply 
computing the income of an assessee under the head [g. 12 (5) 

“Profits and gains of business, profession or vocation”. part.] 


(2) When any buildings, machinery, plant or furniture [s. 12 {3) & 
to which section 58(2), clauses (ii) and (hi) [sub-sections ( 4 ), part for 
regarding income from hire of machinery etc. and lease Pr°ft“-] 
of building, inseparable from machinery, in the section re- 
garding chargeability] apply are sold, discarded, demolished 
or destroyed, the provisions of section 41(2) [Section 10(2) 

(vii), 2nd and 4th provisos, so far as they deal with profits] 
shall apply, so far as may be, in computing the income of 
an assessee under section 58 [Section regarding chargeability 
of income from other sources] as they apply in computing 
the income of an assessee under the head “Profits and gains 
of business, profession or vocation”. v 



Section 
TrMs'er 
[S l6 


Clouses G3 — 

CHAPTER V 

INCOME OF OTHER PERSONS INCLUDED IN 
ASSESSEES TOTAL INCOME 
63 All income arising to any person by virtue o! a 
of v,hethcr revocable or not and vv nether cllectea 

before or after the commencement of wis Act, shall, tenere 
; , there « no transfer of the assets from tchtch the income 

Sri onscs be chargeable to income tar as the income of the 
^ transferor and shall be included in his totol income. 

&CJ oa 64 income arising to an> person by v irtue of a revo* 

itinsier *e.f^3ble IrsiislcT ol ssscts shall ^ chargeable to uwomet^ 
M*ej os the income of the transferor and shall be included in his 
fS. 16 <i) (c), total income 

mxin pua, 

I» ferhalfj 

Seaion 65 ji) TTig provisions of section H [S 16(l)(c), mam para, 
rrevoc»bt« latter half] shall not apply to any income — 

IS. i6(i)(e), (a) arising to any person by virtue of a transfer which 

ard prwi^ j5 ^ot rev'ocabw for a penod exceeding six jears 

taruetiiaiij during tho lifetime of the transferee, or, m the 

cose of a transfer by ucy of trust, dunng the life- 
time of the beneftciory ond 

(b) from w. hich mcome the transferor derives no direct 
or indirect benefit 

IS I6|l)(e) (2) NotuJithseanding onythinp contained in sub-secti^ 

Utter h»7t*^ income ansing to any persoji by virtue of a transfer 

* shall be chargeable to income-tor as the Income of the 
tronsferor as and when the power to revoke the transfer 
arises, and shoU then be included in his total income 
Sen 00 66 purposes of sections 63, 64 and 65 [section 16 

Dcfinionj. (l)(c), mam para and 3rd proviso] and of this section,— 

(a) ^ a transfer shall be deemed to be revocable 

(i) it contains any provision for the retransfer direct- 
ly or indirectly of the income or assets to the 
transferor, or 

(u> It, in any way, gives the transferor a nght to 
reassume power directly or indirectly over the 
income or assets, 

(b> ‘ transfer” includes any settlement, trust, cot enant, 
agreement or arrangenieot 
In computing the total income of any individual, betrg 
Husband a male there shall be included all sueft income as arises 
. »“ directly or indirectly — 
nutior cb Id ^ 

membership of the wife in a 
^ nrm in tohich such individual is a partner, 

(n) to a minor child of sttch individual from the admis- 
sion of the minor to the benefits of partnership 
in a firm m which such mdividual is a partner. 


[S .5(i)(e) 
and prurjo 
parti 

Sfctiot) 67 
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Clauses 6.7 — 69 


(iii) to his wife from assets transferred directly or in- 

directly to the wife by such individual otherwise 
than for adequate consideration or in connection 
with an agreement to live apart ; 

(iv) to a minor child, not being a married daughter, of 
such individual from assets transferred directly or 
indirectly to the minor child by such individual 
otherwise than for adequate consideration; or 

(v) to any person or association of persons 

from assets transferred otherwise than for ade- 
quate consideration to the person or association by 
such individual for the benefit of his wife, or a 
minor child (not being a married, daughter), or both. 


CHAPTER VI 

AGGREGATION OF INCOME AND SET-OFF OR CARRY 
FORWARD OF LOSS 

Aggregation of inoome 

In computing the total income of an assessee, there Section 68 
shall be included all income on which no income-tax is Total income 
oayable under the provisions of sections 81 to 87 [Sections [S. 16 (i) (a) 
relating to income on which no income-tax is payable], earlier part.] 

( 1 ) In computing the total income of an assessee who Section 69 

IS a partner of a firm, whether the net result of the Method of 

computation of total income of the firm is a profit or a loss, computing ^ 
nis share (whether a net profit or a net loss) shall be \ partner s 
ZOTTiputcd Us fOLiOWS ■ income of the 

(a) any interest, salary, commission or other remunera- [™,'6 (1) (b) 
tion paid to any partner in respect of the previous main para.] 
year shall be deducted from the total income of 

the firm, and the balance ascertained and appor- 
tioned among the partners ; 

(b) where the amount apportioned to the partner under 
clause (a) is a profit, any salary, interest, commission 
or other remuneration paid to the partner by the 
firm in respect of the previous year shall be added 
to that amount, and the result shall be treated as 
the partner’s share in the income of the firm; 

(c) where the amoUnkappoT^tioned to the partner under 
clause (a) is a loss, any salary, interest, commission 
or other remuneration paid to the partner by the 
firm in respect of the previous year shall be ad- 
justed against that amount, and the result shall be 
treated as the partner’s share in the income of the 
firm. 
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Clauses 69-73 


rN-wi (2) A partner's shore tn the jncome of the firm, os 

computed under sufr-scctton (1). shall, for the purposes of 
assessment, be apportioned under the uanous hwds of tn- 
come in the proportion ichtch the income of the firm under 
each head bears to the total income of the firm 
fNw] (d) -Any interest paid by a partner on capital borrowed 

for the purposes of investment as hts copital in the prm 
shall, tn computing hts income chargeable under the heoa 
"Profits and gotns of business, profession or vocation in 
respect of his share tn the income of the ^inn, be deducted 
from the share, but no other deduction shoU be olloiced tn 
respect of the said share 

[S i6 (0 (b) (4) It a partner's share m the income of the firm, w 

proviso] computed under this section, is a loss, such loss may be 
set off, or carried forward and set off, m accordance with 
the provisions of this Chapter 

[Nw] Explanation — Jn this section, "paid” has the same 

tng as ts assigned to tf m section 42, clause (2) [s 10(5)j 
Section 70 Where any sum ts found credited tn the boohs of on 
CasU cfcdiw assessee mointoined for any previous year, and the ossessee 
[New] offers no explanation about the nature and source thereof 
or the explanation Ojffered by him ts not satisfactory, the 
sum so credited shall be deemed to be the Income of the 
assessee and shall be chargeable to mcome-tox as the 
come of that pretnous year 

Section 5 j Where tn the financial year immediately preceding the 
Unexplained assessment year the assessee has made tnuestmenfs which 
inve* fljen j recorded in the books of account maintained by him 

fNcw] jgf djiy source of income, ond the assessee offers no explO' 
nation about the nature and source of the investments or 
the explanation o^cred by him is Tiot accepted by the In- 
come-tax Officer, the value of the investments shall be deem- 
ed to be income of the assessee of such financuil year 


Set off, or carry forward and set off 

Set-off ofioss Save as otheru-tse provided in this Act, where the net 
froia one bu result for any assessment year in respect of any business, 
profession or vocation earned on by the assessee, computed 
IN 1 under the head “Profits and gams of business, profession or 
vocation”, is a loss, the assessee shall be entitled to have 
the amount of such loss set off against the proofs and 
gams assessable for that osscssment year from any other 
business, profession or vocation under the said head of in- 
come 


ScOiontS ,, , . 

Set off oriosi Where in respect of any assessment year the net 

flora one head rcsult Of the Computation under any of the heads of income 
to another mentioned in section 14 [6] other than “Capital gains” is 
[, a 4 (i>. a loss to the assessee, the assessee shall, subject to the other 
toanpaiaj provisions of this Chapter, be entitled to have the amount 



147 

Clauses 73-74 


of such loss set off against his income assessable for that 

assessment year under any other head except 

‘^Capital gains”. 

(2) Where /or any assessment year the net result of Carry for- 
the computation under the head “Profits _and gains of husi- 

ness, profession or vocation” is a loss to the assessee, not j° 
being a loss sustained in a speculation business, and such 
loss has not been wholly set off in accordance with the pro- . 24 (2), 
visions of sub-section ( 1 ), so much of the loss as is not so 
set off or the whole loss where the assessee had no income ^ 
under any other head, shall, subject to tf^e other provisions 
of this Chapter, be carried forward to the following assess- 
ment year, and 

(i) it shall be set off against the profits and 

gains, if any, of any business, profession or voca- 
tion carried on by him and assessable for that assess- 
ment year, provided that the business, profession or 
vocation for which the loss was originally computed 
continued to be carried on by him in the previous 
year relevant for that assessment year; and 

(ii) if the loss cannot be wholly so set off, the 

amount of loss not so set off shall be carried forward 
to the following assessment year and so on. 

( 3 ) Where any allowance or part thereof is under sub- [*• “4 (a)» 

section (2) of section 32 [section regarding depreciation] or 
sub-section ( 4 ) of section 35 [Section regarding scientific 2nd 

research expenditure] to be carried forward, effect shall Prov.(f)part.] 
first be given to the provisions of sUb-section (2). 

( 4 ) No loss shall be carried forward under [s. 24 (2) 

this section for more than eight assessment years imme- 
diately succeeding the assessment year for which the loss 

was first computed. 

(1) Any loss computed in respect of a speculation busi- 

ness carried on by the assessee, shall not be set off except c,jat?o'nbTs':' 
against profits and gains, if any, of another speculation busi- ness. 
uess. ["s. (i), 1st 

prov.] 

(2) Where for any assessment year any loss computed [s. 24 ( 2 ), 
in respect of a speculation business has not been wholly set main para 
off under sub-section ( 1 ), so much of the loss as is not so 

set off or the whole loss where the assessee had no income 
from any other speculation business, shall, subject to the 
other provisions of this Chapter, be carried forward to the 
following assessment year, and — 

(i) it shall be set off against the profits and 

gains, if any, of any speculation business carried on 
by him assessable for that assessment year; and 

(ii) if the loss cannoj; be wholly so set off; the amount 

of loss not so set off shall be carried forward to the ^ 

following assessment year and so on. 


U 
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I* *4 Ja)' ( 3 ) In respect of allOTDance on account of depreciation or 
capital expenditure on scientific research, the provisions of 
2 ud^ subsection (3) o/ section 73 [preceding section regarding set 
Wov, (t) off etc in non-speculalion business] shall applyinrelattonto 
speculation business as they apply in relotion to ony other 
business 


pari] 


• »4 (»). (4) No loss shall be earned joneani under this scctiiw 

mam paia, for morc than eight ossessment years immediotely succeed- 

ing the ossessment year for which the loss was prst com- 
puted 

Section 75 (1) Where in the preuious yeor relevant for any a«css- 

Lewes under ment year the assessee sustains a loss under the head Cflpi- 
the head tal gains", the assessee shall, subject to the other provision 

• Capital Qj Chapter, be entitled [o have the amount of such 

Joss set off against his other income assessable for that os- 
[j « 4 (aA)] sessment year under the head "Capital gains”. 

[s 91 (9B), (2 j Where in respect of any assessment yeor the n^t 

p»nj result of the computotion under the head 'Capitol goins 
IS a loss to the assessee, such loss shall, subject to the other 
provisions of this Chopier, be earned forward to the follou- 
ing assessment year and pel oft against capital gains ossess- 
able for that ossessment yeor, and if it cannot be so set 
the amount thereof not so set off shall be carried forward 
to the following assessment year and so on .... : 

Provided that where the loss computed, tn respect of 
any assessee, not being a company, for ony assessment year 
does not exceed five thousand rupees, it shall not be ear- 
ned forward under this sub-section 


[3 94 (aB} loss shall be carried forward 

pan ] under sub-section (2) for more than eight assessment years 
immediately succeeding the assessment year for which the 
loss was first computed 


Lowes of re Where the assessee is a registered firm, any 

gsferedfinnj. which cannot be set off against other income 

of the firm shall be apportioned between the partners of 
idJw shall be entitled to have the amount 

SSt] ■ ( 1 )]^® under sections 73(1), 74(1) and 75(1) [Z4 


[» *4(2) 

)>ovi3£> (e), 
earlier part 


Ennt wsessed 
»s tegiitcred 
firms ts 24(2) 
Proviso (d) 1 


Nothing contained in section 73(2), 74(2) or 

75(2) (s 24(2) mam para and 24(2B)] shall entitle any as- 
sessee being a registered firm to have carried forward and 
under the provisions of section 73(2) 
or 74(2) [24(2) main para] or section 75(2) p4(2B)] 

In the case of an unregistered firm assessed 

under the provisions of section 190(b) I23(5)(b)] in res- 
pect of any assessment year, its losses for that assessment 
year shall be dealt with as if it v,’ere a register^ firm 
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ClaiLses 78 — 82 


(1) Where the assesses is an unregistered firm Section 78 

which has not been assessed as a ragistered f-rm under Losses of 

the provisions of section 190(b) [23(5) (b)] any 

of the firm shall be set off only against the income paSnS* 

of the firm. [s. . 4 ( 1 )' and 


(2) Where the assesse is a partner of an unregis- elrher half! 

tered firm which has not been assessed as a registered firm 
under the provisions of section 190(b) [s. 23(5)(b)] and his 
share in the income of the firm is a loss , — 


(a) such loss shall not be set , off under the provisions rNewl 
of section 73(1), 74(1), or 75(1) [Sec. 24(1)]; 

(b) nothing contained in section 73(2) or 74(2) [Sec. 24 [s. 24 ( 2 ), 

(2) main para] or section. 75(2) [S. 24(2B)] shall ''rov-^o (c), 
entitle the assessee to have carried forward and set J 

•off against his own income such loss. 


(1) Where a change has occurred in the constitution of Section 79 
a firm, nothing in this Chapter shall be deemed to entitle Set off of 
the firm to have set off so much of the loss pro- losses in cpe 
portionate to the share of a retired or deceased partner com- °o^t^^tio*n 
puted in accordance with the provisions of section 69 [clause offomror on 
(b) of sub-section ( 1 ) of section 16] as exceeds his share of succession, 
profits, if any, of the previous year in the firm, or to entitle [ 5 . 24 ( 2 ), Pro- 
any partner to the benefit of any portion of the said loss viso (e).] 
which is not apportionable to him imder section 69 [sec- 
tion 16(l)(b)]. 

(2) Where any person carrying on any business, profes- 

sion or vocation has been succeeded in such capacity by 
another person otherwise than by inheritance, nothing in 
this Chapter shall be deemed to entitle any person other 
than the person incurring the loss to have it set off against 
his income 


Notwithstanding anything contained in this Chapter, no section 80 
loss which has not been determined in pursuance of a re- gubmicsion 
turn filed under the provisions of section 143 [22] shall be of return for 
carried forward and set off under section 73(2) or 74(2) losses. 
[24(2)] or section 75(2) [24(2B)]. [s. 22(2A), 

part.] 


CHAPTER Vn 


INCOMES ON WHICH NO INCOME-TAX IS PAYABLE 

Income-tax shall not be payable by an assessee in res- . 

pect of such portion, if any, of the earned income inclu-^o™ 
ded in his total income as is directed by the annual Cen- [s. ijA.earlt- 
tral Act fixing the rate or rates of income-tax for any as- er part.] 
sessment year to be deducted in making an'^ assessment for 
that year 

Section 82 

(1) Income-tax shall not be payable by a co-operative Co-operative 
society, including a co-operative society carrying on the society, 
business of banking, — - is - 14 (3)> 
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Clottscs 82-85 

^ ^ on by it , , j. from 


m respei-'' r- 

^ on by It . dividends denved fro™ 

. *Vo letting 


[s i4t3)E»* 
plnl 


I* 14 C3). 

praviio] 


its 

or facilitating the m ^rities chargeaWe 

..urban co-S: 

(2) For y a““''gp^''cSpoSn. 

5'S.^5S5?— 

SSa^aol “anloiSnenL 

nnt apply 


to— 


J'Sea ol cantonment apply 

% The provmonr of a.b-rect.cm W ahau 


HiiH® 

• ^ssiorr'^cbSuiei 


Secti 


.0.83 inccnne ab^^jayaUe^y oi anj 

avSfreeeroel by fSm fro™ the aoaety 


..vraa^-r- aividcnds leceived by Him 

S\.;Traj.asg:^Sf4Ss: 

of commodities , r^rovided, mcofljf; 


Maik^fng 
Soceiy 
li 14 6 ) 1 


houses for Storage. 

of commodities voremafter provided, 

fsr iLf^t re --xq ’Sfe-sf 

luhrf ii^u profits or gams den , j jjut exceed s'^.^joViDg, 

SX't “alf^ th’e" 

t,\ ,t not formed by the splitting 


[•tjCW 

mainpa™.! 


(2) This secuon namely — 

,.ch fuljits all the J^l^ros „ fte recons- 

« “tTcSr'orJ^-a'SrSto ro aruatence; 
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Clauses 85-87 

(ii) it is not formed hy the transfer to a new business 
of building, machinery or plant used in a business 
which was being carried on before' the 1 st day of 
April, 1948 ; 

(iii) it has begun or begins to manufacture or produce 
articles in any part of India at any time within a 
period of thirteen years from the 1st day of April, 

1948, or such further period as the Central Gov- 
ernment may, by notification in the Official 
Gazette, specify with reference to any particular 
industrial undertaking ; 

(iv) it employs ten or more workers in a manufactur- 
ing process carried on with the aid of power, or 
employs twenty or more workers in a manufac- 
turing process carried on without the aid of power. 

(3) The Central Government may, by notifi- [s .15 c ( 2 ), 

cation in the Official Gazette, direct that the exemption proviso.] 
conferred by this section shall not apply to any particular 
industrial undertaking. 

' (4) The profits or gains of an industrial undertaking *^(3)] 
to which this section applies shall be computed in accor- 
dance with the provisions of sections 28 to 43 [Section 
10 ]. 


(5) Nothing in this section shall affect the application [s .15 0 ( 5 )] 

of sections 113 to 120 [23A] in relation to the pro- 

fits or gains of an industrial undertaking to which this sec- 
tion applies. 

( 6 ) The provisions of this section shall apply to the [s-i 5 0 ( 6 )] 
assessment — 

(i) for the assessment year if in the previous year for 
that assessment year the assessee begins to manu- 
facture or produce articles, and 

(ii) for the four assessment years immediately suc- 
ceeding. 

Income-tax shall not be payable by a shareholder in Section 86 
respect of so much of any dividend paid or deemed to be Dividend 
paid to him by an industrial undertaking as is attributable from new in- 
to that part of the profits or gains on which income-tax 
IS not payable under section 85 [preceding section re : new 
industrial undertakings]. . '-'Wi'J 

In^vfie-t^ shall not be payable by an assessee in rss- Section 87 
pect of the following amounts which are included in his Other in- 
total income — comes. 

(i) ■the interest received on any security of the ' 

Central Government issued or declared to be in-'''"°-J 
come-tax free ; 
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Clauses 87-£ 
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(b) where the assessee is a Hindu undivided family,... [s. 15 ( 2 )j 
any sums paid in the previous year by the assessee 

to effect or to keep in force an insurance on the 
life of any male member of the family or of the 
wife of any such member ; 

(c) any sum deducted in the previous year from [s .7 (i), isi 

the salary payable by or on behalf of the Govern- proviso.] 
ment to any individual, being a sum deducted in 
accordance with the conditions of his service, for 

the purpose of securing to him a deferred annrxity 
or making provision for his wife or children, in 
so far as the sum so deducted does not exceed one- 
fifth of the salary ; 

(d) if the assessee is an employee participating in a [New] 
recognised provident fund, his own contributions 

to his individual account in the fund in the previ- 
ous year, to the extent provided in section 295 
[58F] ; 

(e) if the assessee is an employee participating in an [New] 
approved superannuation fund, any sum paid in 

the previous year by him by way of contribution 
towards the superannuation fund, to the extent 
provided in section 311 [58R]. 

(2) The provisions of clauses (a) and (b) of sub-section [ 5.15 ( 2 A)] 
( 1 ] shall apply only to so much of any premium or other 
payment made on a policy (other than a contract for a 
deferred annuity) as is not in excess of ten per cent, of the 
actual capital sum assured. 

Explanation: — In calculating any such capital 

sum, no account shall be taken — 

(i) of the value of any premiums agreed to be return- 
ed, or 

(ii) of any benefit by way of bonus or otherwise over 
and above the sum actually assured, which is to 
be or may be received under the policy by any 
person. 

(3) The aggregate of the sums in respect of which a [s.15 (3)] 
deduction of income-tax is allowed under sub-section (1), 

shall not exceed, in the case of an individual, 

one-fourth of his total income or eight thousand 

rupees, whichever is less, and in the case of a Hindu imdi- 
vided family, one-fourth of its total income or sixteen 
thousand rupees, whichever is less. 

(1) Subject to the provisions of this section, the asses- Section Sg. 
see shall be entitled to a deduction from the amount 0 / Dona-ions for 
income-tax on his total income with which he is charge- 
able for any assessment year, of an amount equal to the ^ 
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Clause 89 
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Clauses 89-92 

(6) An institution or fund established for the benefit [S.15B (2), 
of scheduled castes, backward classes, scheduled ' tribes orExpin.] 
of women and children shall not be deemed to be an insti- 
tution or fund expressed to be for the benefit of a religious 
community within the meaning of clause (ii) of sub-section 
(5). 


B. — Relief for income-tax 

Where, by reason of any portion of an assessee’s sala- Section 90 
ry being paid in arrears or in advance, or by reason of his Salary paid 
having received in any one financial year salary for more for more than 
tjian twelve months or a payment which is under the pro- one year, 
visions of section 17 [sub-section (1) of section 7] a perqui- 
site or a profit in lieu of salary, his income is' assessed at 
a rate higher than that at which it would otherwise have 
been assessed, the Central Government may grant the ap- 
propriate relief. 

(1) Where by virtue of the provisions of section 13 Section 91. 
[section 25(3) part and section 25(4) part as incorporated in Business ass- 
the Chapter on exclusion from total income] the income 

oj any business, profession or vocation oj any period has tax Act, 1918 
not been included in the total income of the assessee, the [s.25 (3), part 

assessee may further claim that the income from and 25 (4), 

that business, profession or vocation of the said period 
shall be taken as the amount of income from that business, 
profession or vocation of the previous year immediately 
preceding the said period. Where any such claim is made, 
the income-tax payable in respect of the total income of 
the previous year immediately preceding the said period 
shall be determined in accordance with that claim, and if 
an amount of income-tax has already been paid in respect 
of that previous year in excess of 'the amount payable on 
the basis of such determination, a refund shall be given 
of the excess. 

(2) No claim to the relief afforded under sub-section [s 05 (5)] 

(1) shall be entertained unless it is made before the ex- 
piry of one calendar year from the date on which the busi- 
ness, profession or vocation was discontinued or the suc- 
cession took place, as the case may be. 

CHAPTER IX- 

DOUBLE TAXATION RELIEF 

The Central Government may enter into an agree- Section 92 

ment Agreement 

with coun- 

(a) with the Government of any country outside India tries, 
for the granting of relief in respect of income on 1^-49^] 
which have been paid both income-tax (including 
super-tax) under this Act and income-tax in that 
’ country, or 
1 1 — 1 Law Com./58 



Clauses 9i-93 
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due in the said country in respect of double taxa- 
tion, divided by the whole amount of the income 
asessed in the said country; 

(iv) the expression “income-tax” in relation to any coun- 
try”, includes any excess profits tax or business 
profits tax charged on the profits by the Govern- 
ment of any part of that country or a local autho- 
• rity in that country. 

( 1 ) Where any dividend has been paid, credited or dis- Section 94 
tributed or is deemed to have been paid, credited or dis- Relief to 
tributed to a shareholder of a company which has obtain- company to 

ed the relief granted under section 92 [49A] or un-'^' regarded 

der the India and Burma (Income-tax Relief) Order, 1936, sharrhoide^ 
the shareholder shall be deemed in respect of such divi- 

> dend himself to have obtained such relief at the rate at ^ - 

which such relief has been granted in respect, of income- 
tax only to the company for,, the financial year preceding 
the year in which the dividend was paid, credited or dis- 
tributed or is deemed to have been paid, credited or dis- 
tributed. 

(2) If the rate at which a shareholder is deemed un- 
der sub-section (1) to have obtained rehef exceeds the rate 
at which he would have been entitled to relief had such 
relief been given direct to him by or under the said section 
or Order, any excess shall be recovered from him either 
as an addition to the tax payable by him on any assess- 
ment made on him under section 147 or 148 [23] or section 
152 [34] or by setting it off against any relief due to 
■him under section 247 [48]. 

CHAPTER X 

PROVISIONS AGAINST AVOIDANCE OF TAX. 

Where business is carried on between a resident and a 95 

non-resident, and it appears to the Income-tax 

Officer, that owing to the close connection between them, nonresidents, 
the course of business is so arranged that the business - ^ 
transacted between them produces to the resident either ^ ‘ 
no profits or less than the ordinary profits which might be 
expected to arise in that business, the Income-tax Officer 

shall determine the amount of profits which may 

reasonably be deemed to have been derived therefrom 
and include such amount in the total income of the resi- 
dent '. . . 

Explanation. — For the purposes of this section, “non- 
resident” includes a person who is not ordinarily resident 
within the meaning- of section 6, clause (6) [4B] . Section 96 

(1). Where there is a transfer of assets by virtue or ir. ^vojtjance of 
consequence whereof, either alone or in conjunction with jncome-iax 

associated operations, any income.. becomes payable by transac- 

to a non-resident, the following provisions shall apply — ^°traSfer''o1 

income tc 
non-residents 


41^ (0. 
pajll 


(a) where 
fer 


t» 44 D W. 

pitt] 


(i 4-40(3)1 


(1 4413(4)1 


Clause 96 
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(iv) 
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Clause 96 

(4) A person shall, for the purposes of this section, be 
deemed to have power to enjoy income of a non-resident''"^ ^ 
if — 

(a) the income is in fact sc dealt with by any person 
as to be calculated at some point of time and, whe- 
ther in the form of income or not, to enure for 
the benefit of the first-mentioned person, or 

(b) the receipt or accrual of the income operates to in- 
crease the value to such first-mentioned person of 
any assets held by him or for his benefit, or 

c 

(c) such first-mentioned person receives or is entitled 
to receive at any time any benefit provided or to 
be provided out of that income or out of moneys 
which are or will be ‘available for the purpose by 
reason of the effect or successive effects of the as- 
sociated operations on that income and assets 
which represent that income, or 

(d) such first-mentioned person has power by means 
of the exercise of any power of appointment or 
power of revocation or otherwise to obtain for 
himself, whether with or without the consent of 
any other person, the beneficial enjoyment of the 
income, or 

(e) such first-mentioned person is able, in any man- 
ner whatsoever and whether directly or indirectly, 
to control the application of the income. 

(5) In determining whether a person has power to en- [s. 44D{6)] 
joy income within the meaning of this section, regard shall 

be had to the substantial result and effect of the transfer 
and any associated operations, and all benefits which may 
at any time accrue to such person as a result of the trans- 
fer and any associated operations shall be taken into ac- 
count irrespective of the nature or form of the benefits. 

(6) For the purposes of this section — I®- 44 D (7) 

wJ 

(a) ‘assets’ includes property or rights of any 

kind, and ‘transfer’ in relation to rights includes 

the creation of those rights; 

(b) ‘benefit’ includes a payment of any kind; [s.44D(7)(b)] 

and 

(c) ‘capital sum’ means — [s. 44 D ^2), 

(i) any sum paid or payable by way of a loan or re- 
pajnnent of a loan; and 

, (ii) any other sum paid or payable otherwise than 
as income, being a sum which is not paid or 
payable for full consideration in money or 
money’s worth 
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Clauses 96-97 
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Clause 97 


(4) The provisions of sub-section (1) or sub- [S.44F (3) 

section (3) shall not apply if the owner, or the person who proviso ] 
has had a beneficial interest in the securities, as the case 

may be, proves to the satisfaction of the Income-tax Offi- 
cer — 

(a) that here has been no avoidance of income-tax, or 

(b) that the avoidance of income-tax was excep- 

tional and not systematic and that there was not 
in his case in any of the three preceding years anj 
avoidance of income-tax by a trans- 
action of the nature referred to in sub-section (1) 
or sub-section (3). 

(5) Where any person carrying on a business which [s-44 '£(3)] 

consists wholly or partly in dealing in securities buys or 
acquires any securities, and sells back or re-trans- 

fers the securities, then, if the result of the transaction is 

that interest becoming payable in respect of the securities 
is receivable by him, no account shall be taken of the 
transaction in computing for any of the purposes of 
this Act the profits arising from or loss sustained in the 
business. 

(6) Sub-section (5) shall have effect, subject to any [s.44 £(4)] 
necessary modifications, as if references to selling back or 
re-transferring the securities included references to selling 

or transferring similar securities. 

(7) The Income-tax Officer may by notice in writing [s. 44E(6), 
require any person to furnish him within such time as 

he may direct (not being less than twenty-eight days), in 
respect of all securities of which such person was the owner 
or in which he had a beneficial interest at any time during 
the period specified in the notice, such particulars as he 
considers necessary for the purposes of this section and 
for the purpose of discovering whether income-tax has 
been borne in respect of the interest on all those securi- 
ties 

(8) For the purpose of this section. — Efs)] 


(a) ‘interest’ includes a dividend; 

(b) ‘securities’ includes stocks and shares; 


(c) securities shall be deemed to be similar if they 
entitle their holders to the same rights against 
the same persons as to capital and interest and the 
same remedies for the enforcement of those rights, 
notwithstanding any difference in the total nominal 
amounts of the respective securities or in the forai 
in which they are held or the manner in which 
they can be transferred. 
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Clauses 98-101 
» CHAPTEK XI 
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Clauses 101-107 


(ii) any interest ■payable on money borrowed for the 
purpose of investment in such securities by the as- 
sessee. 

( 1 ) All the provisions of this Act relating to the charge Section 102 

assessment, collection and recovery of income-tax shall Applicability 

apply, so far as may be and save as otherwise provided, 

to the charge, assessment, collection and recovery of su- , 
per-tax. 

(2) Save as expressly provided in any other section in [Sec. 58 (i), 
this Chapter, the provisions of sections 3, 167 174 (a)(i) and part] (Vli) 
(ii), 188 and 200 (1) [Section 3, section 19, section 20, and 

First Proviso to sub-section ( 1 ) of section 41, section 8 , Shd 
proviso] and of Chapters VII and VIII and sections 295 
and 311, and rule 3(c) (ii) of the First Schedule [chapters 
relating to income on which no income-tax is payable and 
rebate of income-tax] shall not apply to the charge, assess- 
ment, collection and recovery of super-tax. 

Without prejudice to the generality of the provisions section 103 
of section 99 [section providing that the total income for Avoidance of 
income-tax shall he the total income for super-tax also] super-tax. 
the provisions of sections 97(2), 97(3), 97(4), 97(7), and 279 rjsfe^v] 
[44E(2), 44F(3), Proviso and 44E(6)] apply in relation to [cf. Ss. 44E 
super-tax as they apply in relation to income-tax, with and 44 Fj 
the modification that references therein to income-tax 
shall be construed as references to super-tax. 

B. — Incomes which do not form part of total income for 

super-tax 

Where the income of an unregistered firm or other section lof 

association of persons not being a company has been as- 

sessed to super-tax, .the share of a partner in the registered 

income of the firm or the amount of such income which firm or. asso- 
is proportionate to the share of a member of the associa- ciation of 
lion, as the case may he, shall not be included in his total 
yincome for the purposes of super-tax prov^’ 

Any income of a co-operative society, in respect where- Section 105 
of no income-tax is payable by it by virtue of the provi- Co-operative 
sions of section 82 [14(3), for income-tax], shall not fee society. 
included in its total income for the purposes of super-tax '4 ( 3 ) for 

•' X- j X- Super-tax,] 

Any dividends received by a member of a co-operative Section 106 
society from the society shall not he included in his total Dividends 
income for the purposes of super-tax. Co-op, 

Any income derived from the letting of go- [Sec. 14 ( 4 ) 

downs or warehouses for storage, processing or facilitating forSuper-tax] 
the marketing of commodities by an assesse, which is an Section 107 
authority constituted under any law for the time being Marketing 
in force for the marketing of commodities, shall not be in- 
eluded in its total income for the purposes of super-tax. [uper-tax ] 
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»o3 Tcceiucd by a company from an 

ftomcmain Indian company formed and registered after the 3lst dayof 
companies Match, 1952 shall not be included in tts total income jor the 
is 5* A(i)(0^ purposes oj super-lflx, lobere — 

h 56 A(iK«^ <») tbe Central Government is satisfied that the Inian 
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and 


r, .g.y jy,,i (ii) the Indian company julfils the following cond: 
ttons, namely — 

(a) It u not formed by the splitting up or rcconf* 
truction of business already in existence, 

(b) It IS not formed by the transfer to it of building, 
mochtncry or plant used tn a business u?htch u?as 
at any time being carried on, and 

(c) tt employs ten or more workers tn a manufac- 
tunny process comed on uiith the aid of power, 
or employs twenty or more toorl.ers tn a monu- 
foctunng process corned on unthout the otd of 
power, 

I* 56A ('*)) (2) The exclusion specified m cub-section (1) shall 

apply also to dividends payable to a company m respect 
of any fresh capital raised by an Indian company after 
the 28th day of February, 1953, by public subscription for 
the purpose of increasing the production of, or starting a 
separate unit of, any one or more of the Hems specified m 
sub section (3) 

[S 56A (0 (3) The items referred to in sub-sections (1) and (2) 

lO P»« ) are the following, namely — 


(1) Coal mdudmg col^e and other derivatives, 


(2) Iron and steel. 

(3) Motor and aviation fuel, kerosene crude oils and 
synthetic oils (not being oil exploration), 

(4) Heavy chemicals including fertilizers, 

(5) Heavy machinery used in industry including ball 
and roller beanng and gear wheels and parts 
thereof, boilers and steam generating equipment, 

(6) Machinery and equipment for the generation, 
transmission and distribution of electric energy, 


(7) Non ferrous metals including alloys, 

(8) Paper including newsprint and paper board. 

(9) Internal combustion engines, 

(10) Power-dnvei pumps, 
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Clauses 108-111 


(11) Automobiles; 

(12) Tractors; 

(13) Cement; 

(14) Electric Motors; 

• (15) Locomotives; 

(16) Rolling Stock; 

(17) Machine Tools: 

‘ (18) Agricultural Implements; 

(19) Ferro-manganese; 

(20) Dye-stuffs: 

as specified in the First Schedule to the Industries (Deve-65 of 1951 
lopment and Regulation) Act, 1951. 

C — Rebate of super-tax. 

(1) Where under the provisions of section 89. [15B for 
income-tax] an assessee is entitled to a deduction of income- 

tax in respect of any sum paid as donation, he shall also purpofes.^ 
be entitled to a deduction, from the amount of super-tax riss-for super 
with which he is chargeable on his total income, 0/ an lax, part 
amount equal to the super-tax calculated at the auer- 8.17(3), part.] 
age rate of super-tax on such sum. 

(2) The provisions of this section do not apply to a [S. 15b (i) 

company. prov,] 

(1) The assessee shaU be entitled to a deduction, from 

the amount of super-tax with which he is chargeable on isshed^ indus- 

his total income, of an amount equal to the super-tax cal- trial undenak- 

culated at the average rate of super-tax on profits or gains '"gs- 

derived from an industrial undertaking, in cases where 

and to the extent to which income-tax is not payable on super-tax & 

such profits or gains under section 85 [15C for income- s.i7(3),part.] 

tax]. 

(2) A shareholder shall be entitled to a deduction, from 
the amount of super-tax with which he is chargeable on 
his total income, of an amount equal to the super-tax cal- 
culated at the average rate of super-tax on so much of any 
dividend paid or deemed to. be paid to him by an indus- 
trial undertaking as is attributable to that part of the pro- 
fits or gains on which he is entitled to a deduction of su- 
per-tax under this section. 

Where the assessee is a partner of a registered firm, section ill • 
he shall be entitled to a deduction, from the amount of s^are from 
super-tax with which he is chargeable on his total income, registered 
of an amount equal to the super-tax calculated at the aver- firm. 
age rate of super-tax on the following sum, that is to 
say— supe"r-to^ 

• the amount which represents the difference between— sec°'"t7 
(i) the assessee’s share in the total income of the (3) part.] 
firm, and 
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Clauses 111-114 


Section »2 
Rel ef for aa] 
ary rece ved 



( 21 ) his share in the total income of the firm as re- 
duced by the income-tax. if any, pavable by the 
firm, at the rate of income-tax applicable to its 
total income, on the amount of its income from 
all sources other than from any business canied 
on by it 

the shores in either case being computed in the manner 
laid doton in section 69 {section 16(1) (b)l 

The provisions of section 90 [Section 60(2)) opply m 
relation to super-tax as they apply in relation to income’ 
tax 

D— Additional super-fax on undistributed profits 


Sccion ns (1) -Subject to the provisions of sub’Section (2) and 0 / 
Suoertwon sections 114, 115, and 116 [Sec 23A. sub-sections (2), 
und^stnbiAtfd and (9)], where the Income-tax Ofiicer is satisfied that in 
lacome of respect of any previous year the profits and gams distnou- 
eertain gg dividench by any company wUhin the twelve mon- 

immediately following the expiry of that ptwious 
pact ] ' year are less than the statutory percentage of the dtstn 

butable income of the company of that previous year, 


the Income-tax Officer shall make an order m 

writing that the company shall apart from the sum de- 
termined as payable by it on the oasis of the assessment 
under section 147 or 148 (^], be liable to pay supe^ 
tax at the rate of— 


(a) fifty per cent, in the case of an inyestment com- 
pany, and 

(b) thirty-seven per cent in the case of any 
other company, 

on the undistributed balance of the total income of the 
previous year, that is to say. on the distributable income 
as reduced by the dividends actually distributed, 

if any 

^23A ( 1 ) ( 2 ) The Income tax Officer shall Tiot make on order 

^ ‘ under sub section (1) if he is satisfied — 

(i) that, having regard to the losses incurred by the 
company m earlier years or to the smallness of 
the profits made in the previous year, the payment 
of a dividend or a larger dividend than that dec- 
lared would be unreasonable, or 
fii) that the payment of a dividend or a larger divi- 
dend than that declared would not have resulted 
in a benefit to the revenue 

Section HI 

Specairrw. . ,,^0 Order under section 113 [s 23A(1) operative part] 
s OM for cer- shall be made — 


IS 23A (2)) 


(i) in the case of on investment company which has 
distributed not less than ninety per cent, of its 
oistnbHtablc mccxne, or 
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Clauses 114-117 

(ii) in the case of any other company whose distribu- 
tion falls short of the statutory percentage by not 
more than five per cent, of its distributable in- 
come; or 

(iii) in any case where according to the return made 
by a company under section 143 [22] it has dis- 
tributed not less than the statutory percentage of 
its distributable income, but in the assessment 
made by the Income-tax Officer under section 147 
or 148 [231 a higher total income is arrived at 
and the difference in the total income does not 
arise out of the application of section 150(1) Pro- 
viso or section 150(2) [proviso to section 13] or 
section 148 [sub-section (4) of section 23] or the 
omission by the company to disclose its income 
fully and truly; 


unless the company, on receipt of a notice from the 
Income-tax Officer that he proposes to make such an or- 
der, fails to make within three months of the receipt of 
such notice, a further distribution of its profits and gains 
so that the total distribution made is not less than the sta- 
tutory percentage of the disributable income. 

No order shall be made by the Income-tax Officer under ”5 

section 113 [s. 23A(1) operative part] xmless the previous App’^oval of 

approval of the Inspecting Assistant Commissioner ® 

has been obtained, and the Inspecting Assistant Com- Ctonxmission- 

missioner shall not give his approval to any order proposed er. 

to be made by the Income-tax Officer until he has given the 1®- A ( 8 j.] 

company concerned an opportunity of being heard. 


Nothing contained in section 113 [s. 23A (1), operative Section ii 6 
part] shall apply — Savings for 

company in 

(a) to any company in which the public are substantial- are*^sufastan- 

ly interested; or tiaiiy inter- 

(b) to a subsidiary company of such company if the [ 5 * 23 ' A j 
whole of the share capital of such subsidiary com- 
pany has been held by the parent company or by 

its nominees throughout the previous year. 

(1) For the purposes of section ”7 

[23A(9)] a company shall be deemed to be a company in 

which the public are substantially interested — public are 

substantially 

(a) if it is a company owned by the Government or in interested.” 
which not less than forty per cent, of the shares are “3 A 
held by the Government; .^a^cW 

(b) (t) main 
pan, cl use 
(b) (li) -nd 
cl use (b) 
(iii) main 
para, earlier 
half.] 



Clause 117 

(b) if It IS o public cornpony 

panics Act, 1956. and- 


defmed m the Com- 


panics Act, laao. . . 

( 1 ) its shares wth"or^\Uthout a fur 

^ ^ rate of dividend whether w carrying not 

ther right to the voting power have 

less than fifty per to. or acquired u^ 

been allotted throughout the pre- 

“L^.f.nnallv by. and tverc inrout, p ^nment 


vious year beneficially heW^ ;"central State 

or a corporation established hy including a 

[23A(1) operative part] apply; ^ 

« A Provided that m *be case of any ^“'Isa^Exp 2]. JhiJ 

T ^ referred to m clause ( 11 ) of se tion im^^^^ 

ceS’Ve't^^^^^^ ^oUess than forty per cent 

been substituted, 

Js t oMh? 

r held by foe ^ 

,A Provided that m the case ot any 21, 

&.1 Preferred to m J \ h°e n ords “n'a"=„'S 

Sly peV'S'lhfw^-more than Slaty per 
been substituted , ^ ipss persons 

(2) In computing the number of ^iu 
te* auo^ aforesaid.— cciablished by 

cwtbi, ^ ^ Government or any or a company to 

^ ^ a Central. State orProvnncial Art or^a^^^ 

which the provisions of , ^ not be taken 

operative parti do not apply, snaii no 
into account, and 

(bl persons who are °^n,°ither”person together 

sons who are nominees ®Wy/l*trLred as a single 
with that other person shall be ireai 

e. 33 A person 

SJ. “t°t descendant, brother or sister 


su^lau*' 
C>>)^ U^« 

^ir’pan] 
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Clauses 118-120 

For the purposes of sections 113 and 114 [23A (1), sub- 
stantive part and (2)], “distributable income” means the 
total income of a company as reduced by — 

(a) the amount of income-tax and super-tax payable by 
the company in respect of its total income, but 
excluding the amount of any super-tax payable 
under section 113 [s. 23A(1) operative part]; 

(b) the amount of any other tax levied under any law 

for the time being in force on the company by the 
Government or by a local authority in excess of the 
amount, if any, which has been allowed in comput- 
ing the total income; 

(c) any sum in respect of which a deduction of income- 
tax is allowed under the provisions of section 89 
[15B]; and 

(d) in the case of a banking company, the amoimt ac- 
tually transferred to a reserve fund under section 
17 of the Banking Companies Act, 1949. 

For the purposes of sections 113, 114 and 120, [Sec. 23A, 
sub-section (1) Operative part, sub-section (2) and Explana- 
tion 2], “investment company” means a compnay whose busi- 
ness consists wholly or mainly in the dealing in or holding 
of investments. 

For the purposes of sections 113 and 114 [23A(1), 

substantive part and 23A (2)] “statutory percentage” 
means,— 

(i) in the case of an investment company 100%. 

(ii) in the case of an Indian company whose business 

consists wholly in the manufacture or processing of goods 
or in mining or in the generation or distribution of electri- 
city or any other form of power 45%. 

(iii) in the case of an Indian company, a part only of 
whose business consists in any of the activities specified in 
clause (ii) — 

(a) in relation to the said part of the company’s busi- 


ness 45%. 

(b) in relation to the remaining part of the company’s 
business — 

(1) if it is a company which satisfies the conditions 

specified in sub-clause (a) of clause (iv) 90% 

(2) in any other case '. 60% 


the said percentages being applied separately with 
reference to the amounts of profits and gains 
attributable to the two parts of the company’s 
business aforesaid as if the said amoimts were 
respectively the total income of the company in 


Section ii8 
“Distributa- 
ble income”, 
[s, 23 A (I), 
part.] 


10 of 1949. 

Section 119 

“Investment 

company.” 

fXew] 


Section 120 
“Statutory 
percentage”, 
[s. 23 A, 

Espl. 2] 
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Clauses 124-125 

,n (1) a person is a 

i?' ;« (a) the mratl'pli 

by him or on his behalf on ms to and tbere^ 

5SSS*=»'f«f3 


I» 17(1)”' 

prov eariie* 
part 1 


tax snail oe - • .„h.sectton (2) . o’" 

ygx Where under the income tax Act 

S-is53S‘gSsiSF.s^S: 

had It been h« CS “ rW tneome 
total income bears to his total v 

1 (4, Where any F^frjfficer that he nas 

>1 ,ub-sectioti (1) satishes the ^ ^e decinrotion 

rJ «eS”d by snfScient cause from proonion 

Fcfeired to in that mb "5j'?"j552 " n tL first occasion on 
d .911 oj the Indian Income toi Act IWa bn ' j Act 

which he became assessable under inis nc declaration 

aXe cose may be and ^la faJ“[' ‘““/“St for any yean 
has not resulted in reducing his liabuiiy lo ^pval oI 

the Income tax Officer may, with the previous re 
the Inspecting Assistant Commissioner. expiry of 

S mSf ffie declaration at »7 ‘“”'‘Salfha?e^ 
period specified and “““/.^th^vear in which the i‘c“}“5fa 
ielation to the assessment for the year in w completcn 

non IS made (if such SfA “nts thereafter 

before such dcclarationl and all assessmen ^ 

„f an assessce not being 


[I 17 
prov 1 


Section 
Tax or 
tal gai 


before such declaralioni ana an ^ 

5 -Where the total mcome of assgsee n 
'■ company, includes any mcome chargeable 
gain* m . capital gains”, the tax v j 

'lK.„ ns total income shall bn- „ tox payable on 

(a) the amount of ^mouV of such 

his total mcome as reduced by tne amu 


companies 
l« 17(6) 
opeiung lines 
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Clauses 125-127 

inclusion, had the total income so reduced been his 
total income, plus 


[s. 17 (6) 

clause (i) 
part.] 


(b) an amount of income-tax determined in accordance [s- \7 (fi)(ii) 
with the following formula, that is to say — main para.) 

^ YxGG 
T— 2 / 3 CG 

where — 

X stands for the amount of income-tax referred to in 
the beginning of this clause, 

T stands for the total income of the assessee (which in- 
cludes capital gains), 


CG stands for the income chargeable under the head 
“Capital gains” included in the total income of the 
assessee, and 


Y stands for the income-tax which would have been 
payable on the total income 0 / the assessee as re- 
duced by two-thirds of the amount of the income 
chargeable under the head “Capital gains” included 
in his total income, had the total income so reduced 
been his total income : 


Provided that— " [s. i 7 ( 6 ) (ii) 

(i) where the total income does not exceed the 

sum of ten thousand rupees, the amount payable 
under clause (b) shall be nil; and 

(ii) in no case shall the amount payable under clause 
(b) exceeds one-half of the amount, if any, by 
which the income chargeable under the head 
“Capital gains” exceeds the sum of five thousand 

rnnppc Section 126 


Where the total income of a company includes any 
income chargeable under the head “Capital gains”, the tax case ofcom- 
payable by it shall be — panics. 


(a) the amount of income-tax with which it is charge- [s. 17 (7), 
able on its total income, and 

(b) the amount of super-tax with which it is charge- 
able on its total income as reduced by the amount 
of such inclusion, had the total income so reduced 
been its total income. 


CHAPTER XIII 
INCOME-TAX AUTHORITIES 


A. — Appointment and' control Section 127. 

There shall be the following classes of Income-tax income-' ax 
authorities for the purposes of this Act. namely : — authorities. 

(a) the Central Board of Revenue, [=• 5(01 

(b) Directors of Inspection, 

(c) Commissioners of Income-tax, 



Clouses 127-130 

come-tax or InspeciuiB ^ 

Income-tax 

(e) Income-tax Offleera, and 
(1) Inspectors ol Income-tax 

at The Central G»'«”“™^fofTncme-^rS>P'^ 
com— 

nientj ofln IncomC tOX Ujpceri j 

Au hontiM . 

,0, 'n"=?’SGovrmSS'tSSdt‘“| 

Si,?; V,. the m’es ol pTrSts m pubUc g^'S i«- 

.Bd Sec ^ the conditions ot semce m f officers of Class u 
5'3) posts appoint as income-tax, as he thmU P 

. \ ice and os mony Inspectors oi Central Gov- 

“ erni?!tf«StS^^ 

5».» ^(1) clK Board ol Beve- 

conroi of under the direct control oi « 

Authwiiw nue 

.Sr..’vlnl losMCtmg ^‘^f’l^sp^SSSfanfto 

, („ ehalf he sobordmate to tte D.reclo^o^l M“,„,n,d.ct.on 
S',Tt”nluoet.ons , , ..n D- 

ts-r. !h) (3) Income-tax Odicers shall ' and the 

(1^ rector of Inspection the within vihose 

rn&^»”"-aohordmate to tlm 

whom they are appointed *o or authority is 

tax Quthonty to whom tJ»€ said oipccr 
subordinate . „,h.section (2) 

Explanatvon— For the Director of 

rector of Injpectton” does of ins^ction, ond fof 

;„pcct.on of on drsntont Joepcctm" 

,he porpoms of '“'"'“S.l'Dircctor of Imiechoo 
s„,„ ,,, Joes not tnclode on Asnstont Director J execution 

(1) All olT.cets and P«5”2=,'”P S'liers instructions 
•”, -"^L ol this Act shall ote^e ,">W°”i'l'v‘’Krv?i;oe 
n»u »uiivo- directions of the Central Board ot nevt. 

"‘^5(8)1 
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Clauses 130-131, 


Provided that no such orders, instructions or directions 
shall be given so as to interfere with the discretion of the 
Appellate Assistant Commissioner in the exercise of his 
appellate functions: 

Provided furthej- that all such orders, instructions and 
directions of a general nature affecting assessees shall be 
published in the of India Gazette. 

(2) The Director of Inspection, the Commissioner or the 
Inspecting Assistant Commissioner, as the case may be, may 
issue such instructions as he thinks fit for the gmdance of 
any Income-tax Officer subordinate to him in the matter 
of any assessment 


B- Jurisdiction 

(1) Directors of Inspection shalj,. -subject to the 

control of the Central Board of Revenue, perform such ftmc- 
tions of any other Income-tax authority as may be assigned 
to them by the Central Government. 

(2) Commissioners shall perform their func- 

tions in respect of such areas or of such persons or classes 
of persons or of such incomes or classes of income or of such 
cases or classes of cases as the Central Board of Revenue 
may direct, and where such directions have assigned to 

two or more Commissioners the same area or the 

same persons or classes of persons or the same incomes or 
classes of income or the same cases or classes of 
cases, they shaU have concurrent jurisdiction sub- 
ject to any orders which the Central Board of Revenue 
may make for the distribution and allocation of the work to 
be performed. 

(3) (a) Appellate Assistant Commissioners 

shall perform their functions in respect of such persons or 
classes of persons or of such incomes or classes of income 
or in respect of such areas as the Central Board of Revenue 
may direct, and, where such directions have assigned to 

two or more Appellate Assistant Commissioners 

the same persons or classes of persons or the same incornes 
or classes of income or the same area, in accordance with 
any orders which the Central Board of Revenue may make 
for the distribution and allocation of the work to be per- 
formed. 

(b) The Central Board of Revenue may transfer an 
appeal from one Appellate Assistant Commissioner to ano- 
ther. 

(4) Inspecting Assistant Commissioners -and 

Income-tax Officers shall perform their fimctions in respect 
of such persons or classes of persons or of such incomes or 


[New] 


[Sec. 5(7B) 
earlier part.] 


Section 131 
Jurisdiction 
of income-tax 
Authorities 
[Sec. 5 (lA) 
jatter paf.,J 

[Sec. 5 (2), 
latter part] 


[Sec. 5(4), 
latter part.] 


[New] 


[s- 5(5) 

earlier part.] 
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Clause 131 

aasses o. ..co^e « 

sioners same incomes o -v^hidi 

tXSLrar\a and aUocadoa 

g'SeSlab? performed 

The Commissioner mai^ y j^Qj^erred 

speiS order m 

Red case or class of c^or j j^^ctmg 

hereunder to the shall be deemed to be Coninu^ 

siorer respecusely . . func- 


am appointed to trork 

unde' whom they are ppw notificaUon 

Saeh oot.f;cot.cn aim" 0«Wr mM 

a”** ,„ „q^rt 

jioncr in any matter shall no PP 

-rtf -- 

Commissioner and 

(c) any appeal ichich ^’’rommwS^oi’ *° 

of the Appellate Assistant Commi^ Commis- 
Hioh Court shall lie from the order oj tne 
sitmcr to the High Court 


ISec. 5(611 


fSew] 

IN'"! 
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Clauses 132-134 


(1) The Commissioner may, for reasons to Section 132 

be recorded in writing, transfer any case from one In- ran^fer of 
come-tax Officer subordinate to him to another also sub- case from one 
ordinate to him, and the Central Board of Kevenue may, ^come-tax 
for reasons to he so recorded, transfer any case from any 
Income-tax Officer to any other 5(7^) 

(2) The Commissioner or the Central Board -of Heue- j. par^’ 
nue, as the case may be, shall, before passing any order un- 

der sub-section ( 1 ), give the assessee a reasonable oppor- ^ 
tunity of being heard in respect of the proposed transfer. 

(3) The Commissioner or the Central Board of Reve- fNew] 
nue, as the case may he, may, in special cases and for 
reasons to be recorded in writing, dispense with the giving 

of such opportunity as is referred to in subsection ( 2 ), but 
the assessee shall, in every such case, be entitled to make 
a representation to the Commissioner or the Central Board 
of Revenue, as the case may he, against the order of trans- 
fer within one month of the date on which he comes to 
know of the order. 


(4) Transfer of a case under sub-section (1) [s .5 • ( 7 A), 

may be made at any stage of the proceedings, and shall main para, 
not render necessary the re-issue of any notice already is- 
sued by the Income-tax Officer from whom the case is 
transferred. 


Explanation . — ^In this section, “case”, in relation to any 
person whose name is specified in the order of the trans- i 
fer, means all proceedings under this Act in respect of 
any year {including a past year) which may be pending on 
the date of the transfer, and includes aU proceedings un- 
der this Act which may in respect of any year {including 
a past or a future year) be commenced after the date of 
the transfer 


Whenever in respect of any proceeding under this Act Section 133 
an Income-tax authority ceases to exercise jurisdiction, Change of 
and is succeeded by another who has and exercises jurisdic- incumbent of 
tion, the Income-tax authority so succeeding may continue “ office 
the proceeding from the stage at which the proceeding was pa„ i ’ 
left by his predecessor : 

Provided that the assessee concerned may demand [s .5 ( 7 G), 1 st 
that before the proceeding is so continued the previous 
proceeding or any part thereof be re-opened or that be- 
fore any order for assessment is passed against him he be 
reheard. 


(1) For the purposes of sections 260, 265, 267(2), 271 Section 134 
and 272 {Section 33(2), earlier part, section 33(4), section Authority 
33A, section 33B(1), section 66(1), section 66(2), 66(3), 66(5), competent to 
66(7)] the Commissioner referred to therein shall, in rela- conti- 
tion to an assessee, be the Commissioner having for the proceeding™ 
time being jurisdiction, over the assessee. ' [New] 
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Clauses 134-135 


jessee — - Kn^mess. proles- 

S«uon *33 


Income**** 
Offi^ e-'U' 
led to *« 
IS 64(1)1 


P 64(2)1 


a. asaessee “be'SSi f 


£-Ss“Ei&“w»“- 

lession or rocalion is silaale 

, 2 ) ,n o(The“S^'? «h-* >''= 

by the Income-tax Omce 35 « 


ne-tax Officer ot me -• ^ ,3 

• “-- ^ard ot Revenue 


tS64(3) 2od 

ptov e*nin 
P*t*l 

P 64 ( 3 ). 5 *^ 

piov latter 
part.] 


I* 64(4)1 


D 64(5)1 


places uJUfijn ***«}“ eoncemed or, u v^w 
ty the ^>""X Sotol Sara of Revenue 

.1 ''''prv.ied that 

-P'»5=ent Shan not hem. 

led in question by an assessee- 

(a) if be has made f. ^jVTseclion 22(1)1 

under section 1 ^(W 1® , ^^smess, ptO" 

stated therein h« principal place oj 

fessicn or vocation, or ^^er 

Sr"siSSM?er'ri.Eai ». a r. 

by 

(4), the Income-tax Officer shall, foVdetermmaUon 

conferred by or under this Act o „ qj. arising 

m respect of any income aoDOinted. 

received vvilhin the area for -which he is appom 

(7) The provisions of sub-section (1) a*^*^ 

(2) shall not apply to any assessee— 

(a) on -whom an assessment or ^ to be 

^ ’ purposes of this Act has been, is ^emSS^o? which 
made in the course of any case m respecx 



^ 179 

Clauses 135-136 

a Commissioner appointed without refer- 

ence to area under section 131(2) [Sec. 5(2), latter 
part] is exercising the functions of a Commissioner, 

or 

(b) where by any direction given or any distribution 

or allocation of work made by the Commissioner 

under section 131(4) [Sec. 5(5), earlier 

part] or in consequence of any transfer made un- 
der section 132 [Sec. 5(7A), main para], a particular 
Income-tax Officer has been charged with the 
function of assessing that assessee, or 

(c) who or whose income is included in a class of per- 
sons or a class of incomes specified in any notifi- 
cation issued under section 131(7) [S. 5(6)]; 

but the assessment of such person shall be 

made by the Income-tax Officer for the time being charged 
with the function of making such assessm.ent by the Central 

Board of Revenue or by the Commissioner to whom 

he is subordinate, as the case may be. 

C — Powers. 

(1) The Income-tax Officer, Appellate Assistant Com- Section 136 

missioner and Commissioner shall, for the purposes of 'pwer regar- 

this Act. have the same powers as are vested in a court 

under tne Code of Civil Procedure, 1908 when trying evidence 
a suit in respeet of the following matters, namely : — etc. 

(a) discovery and inspection; LScc. 37 ( 1 )] 

(b) enforcing the attendance of any person, including 5 of >908 
any officer of a banking company and examining 

him on oath; 

(c) compelling the production of books of account and 
other documents; and 

(d) issuing commissions. 

(2) Where any Income-tax authority exercises any 
powers referred to in sub-section (1), it shall follow, so •• 
far as may he, the same procedure as a court under the 
said Code. 

(3) Subject to any rules made in this behalf, any au- [Sec. 37 ( 3 )] 
thority referred to in sub-section (1) may impound and 

retain in its custody for such period as it thinks fit any 
books of account or other documents produced before it 
m any proceeding under this Act: 

Provided that an Income-tax Officer shall not — ' 

(a) irnpound any books of account or other documents 
without recording his reasons for so doing, or 

(b) retain in his custody any such books or documents 
for a period exceeding fifteen days (exclusive of 
holidays) without obtaining the approval of the 
Commissioner therefor. 
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Clauses 136-138 

(4) Where any °t 
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Clauses 138-141 

(4) require any assessee to furnish a statement of the 
names and addresses of all persons to whom he has paid 
in any previous year rent, interest, commission, royalty or 
brokerage, or any annuity, not being an annuity taxable 
under the head “Salaries”, amoimting to more than four 
hundred rupees, together with particulars of all such pay- 
ments made; 

(5) require any dealer, broker or agent or any person 
concerned in the management of a stock or commodity Ex- 
change to furnish a statement of the names and addresses 
of all persons to whom he or the Exchange has paid any 
sum in connection with the sale, exchange or transfer of a 
capital asset, or on whose behalf or from whom he or the 
Exchange has received any such sum, together with parti- 
culars of all such payments and receipts; 

(6) require any person, including a banking company 
or any officer thereof, to furnish information in relation 
to such points or matters, or to furnish statements of ac- 
counts and affairs verified in the manner specified by the 
Income-tax Officer, the Appellate As^stant Commissioner 
or the Inspecting Assistant Commissioner, giving informa- 
tion in relation to such points or matters as, in the opinion 
of the Income-tax Officer, the Appellate Assistant Commis- 
sioner or the Inspecting Assistant Commissioner; will be 
useful for. or relevant to, any proceeding under this Act. 

The Income-tax Officer, the Appellate Assistant Com- section 139 
missioner or the Inspecting Assistant Commissioner, or Power to 
any person subordinate to him authorised in writ- inspect tegi- 
ing in this behalf by the Income-tax Officer, the Appellate companies ° 
Assistant Commissioner or the Inspecting Assistant Com- [s. ggj 
missioner, may inspect, and if necessary, take copies, or 
cause copies to be taken, of any register of the members, 
debenture holders or mortgagees of any company or of any 
entry in such register. 

The Director of Inspection, the Commissioner and the Section 140 
Inspecting Assistant Commissioner shall be competent to p°^ctors of 
make.any enquiry under this Act, and for this purpose shall inspection 
have all the powers that an Income-tax Officer has under and inspect- 

this Act in relation to the making of enquiries. ing Assistant 

Commission- 
ers etc. 

[S- 5 (7B). 

latter part.] 

D — Disclosure of information. 

( 1 ) All particulars contained in any statement made. Section 141 
return furnished or accounts or documents produced under 
the provisions of this Act, or in any evidence given, or af- j^ohibfted” 
fidavit or deposition made, in the course of any proceedings [s. 54 (i)] 
under this Act, other than proceedings under Chapter XXIII 
[Existing Chapter Vlll-Offences and penalties], or in any 
record of any assessment proceeding, or any proceed- * 
ing relating to the recovery of a demand, prepared 
for the purposes of this Act, shall be treated 


V 
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Clause 141 

as coTfidentjal, and notTuthstandmg anything contained m 
t of 18.1 the Indian Evidence Act, 1872, no court shall, save as p'ty 
vjded m this Act, be entitled to require any puhhc servant 
to produce faefoie it any sutii return, accounts, documents 
or record or any part oI any such record, or to give evidence 
before it m respect thereof 

(« S 4 ( 2 ). ( 2 ) Wo public servant shall disclose any particulars 

ear erpan] ^ gych statement, return, accounts docu 

ments, evidence aiUdavit, deposition or record 


(3) Nothing m this section shall apply to the disdo* 
sure — 


[« S4 (3) (») 3 
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(a) of any such particulars for the purposes of a ^ose- 
cution for any ofl'ence under the Indian Penal 
Code, 1860 in respect of any such statement, return, 
accounts, documents, evidence, aflSdavit or deposi 
tion or for the purposes of a prosecution /or any 
offence under this Act, or 


I’ « ( 3 )(t>)] (b) of any such particulars to any person acting m the 

execution of this Act where it is necessary or 
desirable to disclose the same to him for the pur- 
poses of this Act , or 


C'*'*'] (c) the substance 0 / ony matcnal to on assesses, betnff 

-elctant maienal gathered /or the purposes 0 / 
making an ossessmcnt under section H7(S) 
lion 23(3)} or under section 148 [Section 23(4)] 
ujtchout disc/osing ony in/ormation uJhich mtffht 
enable the cssessee to identify the person to uihom 
the material relates or 


f* M (3) (c)l 


{» M I 3 ) (d)l 


lN«wl 


of iyi8 


ef »9jS 


(d) of any sudi particulars, where the disclosure ts oc- 
casioned by the lawful employment under this Act 
of any process for the service of any notice or the 
recovery of any demand, or 

(e) of anj such particulars to a civnl court m any 
suit or proceedmg to which Government or anj 
Income-tax authonty is a party, which relates to 
any matter ansmg out of any proceeding under 
this Act or under any other law for the time being 
in fore® authorising any Income-tax authority to 
exercise anj powers thereunder, or 

(f) ( 1 ) of any such particulars contoined m any cc* 
counts, or 

(ii) 0 / any registered document of which a certified 
copy cart be obtained under the promsions of the 
fndton Registration Act, 1903, or 

(ut) 0 / a balance sheet or oudtt report or proi^t cud 
loss occounts fled under the Companies Act, 1955 
or any other Act reVsttng to companies 
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Clause 141 

to a civil court in any suit or proceeding to which 
the person who produced the accounts, registered 
document, balance sheet, audit report or profit and 
loss account, or his representative-in-interest, is a 
party, if the particulars, registered document, ba- 
lance sheet, audit report, or profit and loss account 
are relevant to any matter in issue in such suit or 
proceeding; 

(g) of any such particulars to the Comptroller and Au- [s- 54 (3) (e)] 
ditor-General of India for the purpose of enabling 
him to discharge his functions under the Consti- 
tution; or 

(hj of any such particulars to any o'hcer appointed by [s. 54 ( 3 ) (f)] 
the Comptroller and Auditor-General of India or 
the Central Board of Revenue to audit income-tax 
receipts or refunds; or 

(i) of any such particulars, relevant to any inquiry [Sec. 54 (3) 
into the conduct of an official of the Income-tax (s)] 
Department, to any persons appointed Commis- 
sioners under the Public Servants (Inquiries) Act, 

1850, or to an officer othenvise appointed to hold37ofi850 
such inquiry, or to a Public Service Commission 
established under the Constitution, when exercis- 
ing its functions in relation to any matter arising 
out of any such inquiry ; or 

(j) of any such particulars relevant to any inquiry [Sec. 54 (3) 
• into a charge of misconduct in connection with (ss)-] 

income-tax proceedings against a legal practitioner 
or chartered accountant, to the authority referred 
to in section 324 (3) [Section 61(3)], when exer- 
cising the functions referred to in that sub-section 
_ , or 

(k) of any such particulars by any pitblic servant, [Sec. 54 {3) 
where the disclosure is occasioned by the lawful Wl 
exercise by him of his powers under the Indian 

Stamp Act, 1899, to impoimd an insufficiently = of 1899 
stamped document; or 

(l) of such facts, to an authorised officer of the Gou- [Scc. 54 (3) 

ernment of any country outside India which has (i).] 
entered into an agreement 3 vith India for the grant- 
ing of relief in respect of or avoidance of double 

taxation , as may be necessary for the purpose 

of enabling such relief or a refimd under section 
92 [49A] to be given or such avoidance under that 
section to be made effective; or 

(m) of such facts, to an officer of a State Government [?«=• 54 (3) 
as may be necessary for the purpose of enabling 

that Government to le 3 ^ or realise any tax im- 
posed by it ; or 
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Clause 143 
CHAPTER XrV 

PROCEDURE FOR ASSESSMENT 

(1) (a) Every person, if his total income, or the Section 143 

total income of any other person in respect 
lohich he is assessable under this Act, during 
the previous year exceeded the maximum [s. 22 (i)] 
amount which is not chargeable to income-tax 
shall furnish, to the Income-tax Officer having 
jurisdiction to assess him, on or before the 2Qth 
day of June of each financial year, a return of 
his income or the income of such other person 
during the previous year, in the prescribed form 
and verified in the prescribed manner and set- 
ting forth such other particulars as may 

be prescribed: 

Provided that the Income-tax Officer may in his discre- 
tion extend the date for the delivery of the return in the 
case of any person or class of persons: 

Provided further that no such return need be furnished 
by any such person if he has already furnished a return 
of income for such year in accordance with the provisions 
of sub-section (2) [22(2)]. 

(b) Where a return of income has been sent under 
clause (a) to an Income-tax Officer who has no 
jurisdiction to make the assessment, it shall be 
his duty to forward the return to the Income- 
tax Officer having jurisdiction. 

(2) In the case of any person who, in the Income-tax [*• =2 ( 2 )]. 

Officer’s opinion , is assessable under this Act, whe- 

ther on his own total income or on the total income of any 

other verson during the previous year, the Income-tax Offi- 
cer may before the end of the relevant assessment year 
serve a notice upon him requiring him to furnish, within 
thirty days from the date of service of the notice, a return 
of his income or the income of such other person during that 
year, in the prescribed form and verified in the prescribed 

manner and setting forth such other particulars as 

may be prescribed 

Provided that the Income-tax Officer may, in his dis- 
cretion, extend the date for the delivery of the return. 

(3) If any person has sustained a loss in [s. 22 ( 2 -A), 

any previous year under the head ‘Profits and gains of busi- 

ness, profession or vocation’, and such loss or any part there- 
of would ordinarily have been carried fonvard imder sec- 
tion 73(2) or 74(2) [Sub-section (2) of section 24], such per- 
son, or the person assessable in respect of the total income 
of such person, shall, if he has not been served with a notice 
under sub-section (2), furnish on or before the 30th day 
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ciich further tune 
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Clause 145 


the tax pa 3 'able by the assessee, on the basis of his return 
and the accounts and documents, if any, accompanying 
it 


(2) In making any assessment under this section due 
effect shall be given to — 

(a) the allowance referred to in section 32(2) [para (b) 
of tlie proviso to section 10(2)(vi)], and 

fb) any loss carried forward under section 73(2) or 74 
(2) [24(2)]. 

(3) A partner of a firm may be provisionally assessed 
under sub-section (1) in respect of his share in the income 
of the -firm, if its return has been received, even if the 
return of the partner himself has not been received. 

(4) A firm may be provisionally assessed under sub- 
section (1) as an unregistered firm, except in the following 
cases, where it shall be assessed as a registered firm — 

(a) where the firm was assessed as a registered firm for 
the latest assessment year for which its assessment 
has been completed, and it has before the date 
prescribed for the purposes of this clause, filed its 
avplication for registration or declaratio'n under 
section 191(7) [section for declaration] for the as- 
sessment year for which the provisional assessment 
is to be made; 

(b) where no regular assessment has been made on the 
firm for any assessment year preceding the assess- 
ment year for which the provisional assessment is 
to be made, and the firm has, before the date pres- 
cribed for the purposes of this clause, filed its appli- 
cation for registration, or declaration as aforesaid, 
for the assessment year for which the provisional 
assessment is to be made. 

- (5) After a regular assessment has been made anj’^ 

amount paid or deemed to have been paid towards the pro- 
visional assessment made under sub-section (1) shall be 
deemed to have been paid towards the regular assessment; 
and where the amount paid or deemed to have been paid 
towards the provisional assessment exceeds the amount pay- 
able under the regular assessment, the excess shall be re- 
funded to the assessee. 

(6) Nothing done or suffered by reason or in consequ- 
ence of any provisional assessment made under this section 
shall prejudice the determination, on the merits, of any 
jssue which may arise in the course of the regular assess- 
ment 

13 — 1 Law Com./o8 


[s. 23B (i), 

earlier pan.] 


[s. 23B (1), 

latter part.] 


[s. 23 B (2)] 


[s. 23 B (3)] 


[New. See 
Notification 
No. 83 of 3-9- 
19^9 of the 
Ministry of 
Finance, 
Revenue 
Division.] 


[s. 23 B (7)] 


[s 23 B (8)] 
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Clauses 147-149 


attend at the Income-tax Officer’s office or to produce, or 
to cause to be there produced, any evidence on which such 
person may rely in support of the return. 

(3) On the day specified in the notice issued under sub- [s. 23 (3)] 
section (2), or as soon afterwards as may be, the Income-tax 
O ficer, after hearing such evidence as such person may pro- 
duce and such other evidence as the Income-tax Officer may 
require, on specified points, and after taking into account 
all relevant material which the Income-tax Officer has 
gathered and which the Income-tax Officer is competent to 
take into account, shall, by an order in writing, assess the 
total income or loss of the assessee, and determine the sum 
payable by him or refundable to him on the basis of such 
assessment. 


( 1 ) 

(a) 


(b) 

(c) 


If any person— Secfon 148. 

fails to make the return required by any notice Judg- 

given under section 143 (2) [sub-section (2) of Assess- 

section 22] and has not made a return or a revised 
return under section 143(4) [sub-section (3) of sec-C®-?3 4) 

fioTi DT* main para, 

tion ZZJ, or earlier part. 

fails to comply with all the terms of a notice is- 
sued under section 146(1) [sub-section (4) of sec- 
tion 22], or , 

having made a return, fails to comply with all the 
terms of a notice issued under section 147 [section 
re: assessment under 23(1) (2) & 23(3)], 


the Income-tax Officer, after taking into account all rele- 
vant material which the Income-tax Officer has gathered 
and which the Income-tax Officer is competent to take into 
account, shall make the assessment of the total income or 
loss to the best of his judgment and determine the sum 
payable by the assessee or refundable to the assessee on 
the basis of such assessment. 


(2) The Income-tax Officer shall, in every order under [New] 
sub-section (1), refer to the material on the basis of which 
the assessment is made. 

For the purposes of sections 147 and 148, [two preced- Section 149. 
ing sections regarding assessment and best judgment] the “Relevant 
relevant material which the Income-tax Officer is compe- material” 
tent to 'take into account in respect of an assessee inclu- [New] 
des— ■ ■ 

(a) market conditions in the previous year of the trade 
in which the assessee was- engaged in the previous 
year, 

(b) rates of pro-fits disclosed by the accounts of other, 
persons engaged in the same line of trade, and 

(c) rates of pro-fits determined in the case of the asses- 
see in assessments for earlier or subsequent years. 



Clauses 150-152 


Sect on J5* 

Method 

aceouniing 


(1) Income chargeable under the head Profits 

ond gams 0 / business, profession or vocation" or Inowe 
from other sourced shall be computed in accotdanw 
ivJth the method o! accounting regularly employed by the 
assesses 


I> 13 Provi Provided that if though the accounts are conect airf 
10 , port] complete to the satis/action 0 / the Income-tar Opicw, the 
method employed is sudi that, m the opinion of the m- 
come-tax Officer, the income cannot properly be de- 

duced therefrom, then the computation shall be made upon 
such basis and in such manner as the Income-tax Officer 
may determme 


Is J 3 ^ov.. (2) Where the Income-tax Officer h not satisfied about 

pan 3 jfjg correctness or the completeness of the accounts of the 
assessee, or where no metnod of accounting has been re- 
gularly employed by the assessee, the Income-tax Officer 
may make an assessment in the manner provided in sec- 
tion 148 t23(4) mam para, part regarding best judgment 
assessment] 


SecdQB 151 
Reopenins of 
usiisnieat ftt 

the iMtaffce 
Of the a»ey- 
I'ft » 

IS 871 


WTiere an assessee assessed under section 148 [23(411 
mokes an application to the Income-tax Officer, toithw 
one month from the service of a notice of demand issued 
tn consequence of the assessment, for ccncellotion of the 
assessment on the ground— 


(i) that he was prevented by sufficient cause from 
making the return required by section 143 [22], 
or 


(n) that he did not receive the notice issued under 
section 146(1) (22(4)] or section 147 [23(2)], or 
(ill) that he had net a reasonable opportunity to comply 
or v as prevented by sufficient cause from comply* 
ing, With the terms of the notices referred 

to m clause (ti), 

the Income-tax Officer shall, tf satisfied about the exis- 
tence of such ground, cancel the assessment and proceed 
to make a fresh assessment in accordance with the provi- 
sions of sections 147 and 148 [section 23] 

If— 

(a) the Income-tax Officer has reason to believe th*^ 
by reason of the omission or failure on the part of 
an assessee to make a return of his income under 
section 143 [22] for any assessment year or to dis- 
pose fully and tnily all matenal facts necessary 
for his assessment for that year, income char- 
geable to tax bos' escaped assessment for that year, 


Section jja 
lacome 
cap ng assets 


^^34 (t) 
cUuse (a), 
pan-l 


Lst notwithstanding that there has been no omission 

clause (b), failure as mentioned in clause (a) on the part 

the assMsee, the Income-tax Officer has m con- 
sequence of information in his possession reason 


191 

Clauses 152-155 

to believe that income chargeable to tax 

has escaped assessment for any assessment year, 


he may, subject to the provisions of sections 153 to 159 [«• 34 (i) 
[other sections in group dealing with escaped in- 

come] assess or reassess such income or recompute ^ ^ 

the loss or the depreciation allowance, as the case may be, 
for the assessment year concerned {hereafter in sections 
153 to 159 [other sections in the group for escaped income] 
referred to as the relevant assessment year). 


Explanation. — ^Production before the Income-tax Offi- [s. 34 (i) 
cer of account books or other evidence from which mate- Hxpl-] 
rial evidence could with due diligence have been discover- 
ed by the Income-tax Officer will hot necessarily amount 
to disclosure within the meaning of this section 


For the purposes of section 152 [section regarding in- Section 153 . 
come escaping assessment], tlie folloioiug shall also he “income 
deemed to be cases where income chargeable to tax 
escaped assessment, namely — sessment” 

Meaning. 


(a) where income chargeable to tax hfe been un- rs_ 

'■’der-assessed ; or first para,’ 

clause (a), 

(b) where such income has been assessed at too pan, and 

low a rate : or clause (b), 

part], 

Ic) where such income has been made the subject of 
excessive relief under this Act ; or 


(d) where excessive loss or depreciation allowance has 
been computed. 

(1) Before making the assessment, reassessment, or re- Section 15 ^ 
computation under section 152 [section regarding income where 
escaping assessment], the Income-tax Officer shall serve onj],(.ome has 
the assessee, or, if the assessee is a company, on the prin- escaped as- 
cipal officer thereof, a notice containing all or any of the sessment. 
requirements which may be included in a notice under [s. 34 (i)» 
section 143(2) [section ?2(2)] ; and the provisions ■ of this 
Act shall, so far as may be^ apply accordingly as if theP^^J 
notice were a notice issued ‘under that sub-section. 


(2) The Income-tax Officer shall, before issuing any 34 (i) 
notice under this section, record'his reasons for doing so... P™.Y,- 

° clause (ill) 

part.] 

(1) The notice under section 154 [section regarding Section 155 - 
notice] may, subject to the provisions of sub-section (2) Time-limit 
and of section 157 [section regarding sanction], be issued — 

(a) in cases falling under clause (a) of section 152 1®- 34 (0. 

[section regarding income escaping assess- 

ment],— ^ ^ 

(i) at any time, if the income chargeable to tax 

which has. escaped assessment or has been rm- (ii;,iatter half 
der-assessed or assessed at too a low rate or has past.] 



Clauses 155-157 


34 <•) 

rov clause 
) lat er 
aJf pan 
nod fiedi 




foi-avr 

ea t er half] 

34 (0 
f cond para 
pan] 


been made the subject of excessive relief under 
this Act or the lo« or depreciation allowance 
ivhich has been computed in excess amounts to 
or IS likely to amount to fifty thousand rupees 
or more for the relevant assessment year 

(ii) unthin a period of sixteen years from the end 
of the relemnt assessment year, where the case 
does not /oU under sub clause (t) of this clause 
and the income chargeable to tax lonicn nos 
escaped assessment or has been underassessed 
or assessed at too low a rate or has been made 
the subject of eicessioc relief under this Act 
or under the Indian Income tax Act 191^ or the 
loss or deprecMitton oltouance tchich has oew 
computed w excess under this Act or under the 
sold Act omounts to or is likely to amount to 
one lakh of rupees or more in the aggregate Jot 
the sixteen assessment ycors (includiny assess 
tnent years under the said Act) immediately pre 
ceding the assessment year in lohich such notice 
is issued 

(hi) loithm a penod of eight years from the end oj 
the relevant assessment year, in any other case, 

(b) m cases falling under clause (b) of section 152 
[section regarding income escaping assessment] 
within a penod of four years from the end of the 
releuont ossessment year 

(2) If the person on whom a notice under section 
154 [section re notice] is to 6e served is a person treated 
as the agent of a non resident under section 173 [s 43] 
and the assessment or reassessment to be made in pursu 
once of the notice is to be made on him as agent of such 
nonresident the notice shall not bt issued after the ex“ 
ptry of 0 penod of tuo years from the end of the relevant 
assessment year 


ProvToo'for Wotunthstandinp anything contained in sub-section (1) 
casss wh«re O’" section (2) of section 155 [p'^ceding section] but 
assessment s suojccf to the provisions of scction 157 [section regarding 
a purau^ce Sanction] the notice under section 154 [section regarding 
^6 issucd Qt any time for the purpose of mak 
r \ assessment or re-assessment on the assesses or any 

2^ Priv consequence of or to give effect to any finding 

la er half Contained in an order under section 259 263 

j* 269 271 or 272 [section 31 33 33A 33B 66 or 66A] passed 

in the case of the ossessee 


shall be issued under section 154 [sec- 
isue of regarding notice] after the atpiry of eight years from 
tio ot w the relevant assessment year unless the Cen 

t» 54 (x) «i tral Board of Revenue is satisfied on the reasons re 
prew a corded by the Incometax Officer that it is a fit case for 
( ) pa-«l the issue of such notice 
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Clauses 157-16Q 

(2) No notice shall he issued under section 154 [section [s-34 (i)>.ist 
regarding notice] after the expiry of four years from the ("")» 

end of the relevant assessment year, unless the Commis-^^’^''^ 
sioner is satisfied on the reasons recorded by the Income- 
tax Officer that it is a fit case for the issue of such notice. 

(1) In an assessment or re-assessment made under Section 158- 
section 152 [section regarding income e'Scaping assessment], Other Pro- 
the tax shall be chargeable at the rate or rates at which it 

would have been charged had the income not escaped as- 34 (0 2nd 

sessment or full assessment, as the case may be. _ 


(2) Where an assessment is reopened in circumstan- [s. 34 (2)] 
ces falling under clause (b) of section 152 [section regard- 
ing income escaping assessment], the assessee may, if he 
has not impugned any part of the original assessment order 
for that year either under sections 254 to 256 [30] or under 
section 272 [33A], claim that the proceedings under section 
152 [section regarding income escaping assessment] shall be 
dropped on his showing that he had been assessed on an 
amount or to a sum not lower than what he would be right- 
ly liable for even if the items alleged to have escaped asses- 
sment had been taken into account, or the assessment or 
computation had been properly made : 


Provided that in so doing he shall not be entitled to 
reopen matters concluded by an order under section 271 
[33B] or section 161 or 162 [35] or by a decision under 
section 263 [66] or section 269 [66A]. 

An assessment or re-assessment under section 152 
[section regarding income escaping assessment] shall he 
completed within the time, if any, limited by section 160 [34 
(3)]. 

(1) No order of assessment shall be made under 

section 147 or 148 [23] at any time after — 

(a) the expiry of four years from the end of the ass- 
essment year in which the income was first 

assessable ; or 


(b) the expiry of four years from the issue of a notice 
under section 283(1) [28(3)], in a case falling under 
section 280(1) (c) [s. 28(1) (c)]; or 

(c) the expiry of one year from the date of the filing 
of a return or a revised return under section 143 
(4) [22(3)]; 

whichever is latest. 


Section 159. 
Saving re- 
gard.ng time 
limit for 
completion. 
[Nctv] 

Section j6o. 
Time limit 
for comple- 
tion of assess- 
ments and 
reassessments 

[s- 34 (3)> 
main para, 
part] 

[New] 

(Contrast s. 
34 (3)> man 
para, tvords 
“other than 
. . .applies”). 

[New] 


(2) No order of assessment or re-assessment shall he 
made under section 152 [section re : income escaping as- ^ 
sessment] — 

(a) where the assessment or re-assessment is to he 
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•Clause 160 


[> 3-1 ( 3 ). 
Part] 


(b) 


made under clause (u) o/ that seatan , [se^ 
tion re. income escaping assessment], oj ter me 
exxnry of four years from the end of the osscss- 
Tnent year in luhich the notice under section 154 
Isechon re notice! loas served; 


where the ossesmcnt or Tc-csscssment ts to be 
made under clause (b> of that section [section re', 
income escaping assessment], a/ter— 


(i) the expiry of four years from the end 

assessment year in tohich the income teas first 
assessable, or 


(a) the expiry of one year from the date of service 
of the notice under section 154, [section re: 
notice!, 
tvhichcuer is later 


(3) The provisions of sub-sections (1) and (2) shell not 
apply to the following classes of assessments and re-assess- 
ments, which may be completed at any time — 
t» 3t„(3)> (i) where a tc-csscssment IS made under section 151 

and Prov 

esrlvef half] L J» 

I* 31 { 3 )i where the assessment or re-assessment ts made on 

snJ Ptov the assessee or any person in consequence o£ or to 

Janer bait, gjve effect to any finding or direction contained 

P®*'*! in an order under section 259, 263, 269, 271, or 272 

(section 31, 33. 33A, 33B, 66 or 66A] 


Explanotion 1— In computing the period of li- 
I‘ 5 (7C1* mitation for the purposes of this section, the time taken m 
andPtovi reopening the whole or any part of the proceeding or in 
giving an opportunity to the assessee to be reheard under 
section 133 Proviso [5 (7C) 1st Prov], or any period dur- 
ing which the ossessment proceeding is stayed by an order 
or injunction of any court, shall be excluded 
rNcw] „ Explanation 2. — Where, by on order under section 259, 
263, 269 271 or 372, [31 section 33, section 33A, section 
33B section 66 or section 66A] any income is excluded 
from the total tneome oj the assessee for an ossessment 
year, then, an ossessment of such income for another os* 
scssment year shall, for the purposes of section 156 and 
this section [34(3), 2nd Proviso, latter half both parts], 
be deemed to be one made in consequence of or to give 
effect to any finding or direction contained in the said 


[Neiv] 


^ — Where, by an order under section 259, 
263 269 271 or 272 [31 section 33 section 33A. 

33B, s^ion 66 or section 66A1 any income ts ex- 
cluded from the total income of one person and held to be 
the income of onother person, then an assessment of such 
incorne on swh other person shall, for the purposes of sec- 
non 156 and this section [34(3), 2nd Proviso, latter half 



195 

Clauses 160-161 

both parts] be deemed to he one made in consequence of 
or to give effect to any finding or direction contained in 
the said order, provided such other person was given an 
opportunity of being heard before the said order was 
passed. 

(1) With a view to rectifying any mistake apparent Section i6i. 

from the record — Rectification 

of mistake 

(a) the Income-tax Officer may amend any order of [^s. 35 (i), 

assessment or of refund or any other order, passed mam para, 
by him : 

(b) the Appellate Assistant Commissioner may amend [s. 35 (j), 
any order passed by him in appeal under section main para, 
259 [31] ; 

(c) the Commissioner may amend any order passed by [s. 35 (i), 

him in revision under section 272 [33A] or section main para, 
271 [33B]. part] 

(2) Subject to the other provisions of this section, the j-s. 33 (,) 

authority concerned — main para 

(a) may make an amendment under sub-section ( 1 ) ^ ^ 
of its own motion, and 

(b) shall make such amendment for rectifying any 
such mistake which has been brought to its notice 
by the assessee. 

(3) An amendment which has the effect of enhancing [s. 35 (1), jst 
an assessment or reducing a refund or otherwise increas- p™''-] 

ing thef liability of the assessee, shall not be made under 
this section unless the authority concerned has given no- 
tice to the assessee of its intention so to do and has allow- 
ed the assessee a reasonable opportunity of being heard. 

(4) Where an amendment is made under this section, [New] 
an order shall be passed in writing by the Income-tax 
authority concerned. 

(5) Where any such amendment has the effect of re- tf- 35 ( 3 )] 
ducing the assessment, the Income-tax Officer shall make 

any refund t^hich may be due to such assessee. 

(6) Where any such amendment has the effect of en- [s 35 (4)] 
hancing the assessment or reducing a refund already 
made, the Income-tax Officer shall serve on the assessee 

a notice of demand in the prescribed form specifying the 
sum payable, and such ‘notice of demand shall be deemed 
to be issued under section 163 [section 29], and the provi- 
sions of this Act shall apply accordingly. 

(7) Save as otherwise provided in section 162 or sec- [sec. 35 (i), 
tion 193 (4), [s. 35(5) to 35(10) or sec. re: cancellation of main para, 
registration'], no amendment under this section shall be P^''‘J 
made after the expiry of four years from the date of the 

order sought to be amended. 
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douse 162 


Section 162 
oiher amend 
mcBis 

[* 35 {5)1 


[New] 


I* 35 (8)1 


(1) Where m respect of any completed assessment of 
a partner in a firm it is found — 

(a) on the assessment or reassessment of the firm, or 

(b) on any reduction or enhancement made m the in- 
come of the firm under section 161(1), 259, 263, 
269, 271 or 272, [section 31, section 33, section 33A, 
section 33B, section 66, section 66A or section 35(1)}, 


that the share of the partner in the income of the firm has 
not been included in the assessment of the partner or, if 
included, is not correct, the Income tax Officer may amend 
the order of assessment of the partner unth a view to the 
inclusion of the share in the assessment or the correction 
thereof as the case may be, and the provisions of section 
161 [35(1) to (4)J shall, mutatw-mtitandis, apply thereto, 
the period of four years specified m sub-section (7) of 
that section being reefeoned from the date of the final order 
passed m the case of the firm 


(2) Where tn respect of any completed assessment of a 
member of an association of persons it is found- 

fa) on the assessment or re-cssessment of the associa- 
tion, or 


(b) on any reduction or^nbcncemeni mode m the in- 
come of the ttssoctatton under section 161(1), 259, 
263 269, 271 or 272, (section 31, section 33, section 
3dA, section 33B section 66, section 6BA or section 
35(1)]. 

that the shore of the member m the income 0/ the asso- 
ciation has not been included in the assessment of the mem- 
ber or, tf included, is not correct, the Income-tax Officer 
may amend the order of assessment of the member imlh a 
tneu> to the inclusion of the share in the assessment or the 
correction thereof, os the case may be, and the provisions of 
section IH f35(l) le (4)) ^haW, mutatis-mutandis, apply 
thereto, the penod of four years specified in sub-scction (7) 
07 that section being reckoned from the date 0/ the final 
order possed in the case 0/ the association 


Provided that nothing in this sub-section shall affect 
the provisions of section 87 clause (v) [14{2)(b)3 


(3) V^ere, as a result of proceedings initiated under 
Clause (a) of section 152 [section corresponding to existing 
section 34(1) and (2)} a firm or an asso- 

ciation of person is assessed or reassessed , and 

the Incom^tax Officer concerned is of opinion that it is 
necKsary to compute or recompute the total income of a 
partner m the firm or a member of ^e association of per- 
sons as the case may be, the Income-tax Officer 

may proceed to comnute or recompute the total income and 
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Clause 162 

determine the sum payable on the basis of such computation 
or recomputation and make the necessary amendment; and 
the provisions of section 161 [35Q.) to (4)] shall mutatis- 
mutandis apply thereto, the period of four years specified 
in sub-section (7) of that section being reckoned from the 
date of the final order passed in the' base of the firm or 
association, as the case may be. 

(4) Where the Income-tax Officer is satisfied that the f®- 35 (9)] 
income-tax payable by a company on its profits and gains 

out of which the company has declared a ffividend, has not 
been paid within three years after the financial year in 
which the dividend was declared or within one year after 
the financial year in which the assessment of the company 
for the assessment year concerned was made^ whichever is 
later, the amount of income-tax which a shareholder of the 
company is deemed himself to have paid in respect of such 
dividend under section 246 [49B], or the amount for which 
credit is due to him under section 246 [sub-section (5) of 
section 18] in respect of such dividend, shall be deemed to 
have been wrongly computed; and the Income-tax Officer 
may, notwithstanding anything contained in this Act, pro- 
ceed to recompute, such amount by reducing it in the same\ 
proportion as the amount of income-tax remaining unpaid 
- by the company bears to the amount of income-tax payable 
by it on such profits and gains, and make the necessary 

amendment: and the provisions of section 161 

[35(1) to (4)] shall mutatis mutandis apply thereto, the pe- 
riod of four years specified in suh-sectton (7) of that section 
being reckoned from the date on which the period of three 
years aforesaid has expired or the date on which the period 
of one year aforesaid has expired, whichever is later. 

(5) Where an allowance by way of development rebate [s. 35 (n)! 
' has been made wholly or partly to an assessee in respect 

of a ship, machinery or plant in any assessment year under 
section 33 [clause (vib) of sub-section (2) of section 10], 
and subsequently at any time before the. expiry of ten years 
from the end of the previous year in which the ship was ac- 
quired or the machinery or plant was installed — 

(i) the ship, machinery or plant is sold or otherwise 
transferred by the assessee to any person other than 
the Government: or 

(ii) the assessee utilises the amount credited to the . 
reserve account under the said section read with 
section 34 [section for conditions] — 

(a) for distribution by way of dividends or profits; or 

(b) for remittance outside India as profits or for the 
creation of any asset outside India; or ' - 

(c) for any other purpose which is not a purpose of 
the business of the undertaking; 



Clauses 16M66 

the development rebate ongmally allowed shall be deemed 
to have been wrongly allowed, and the Income-tax Officer 
may, notwithstanding anything contained in this Act, 

recompute the total tncotne of the assessee for the 
relevant prcuious year and mafcc the necessary amendment, 
and the provisions of section 161 (s 35(1) to (4)] shall, wuta- 
tis mutandis, apply thereto, the period of four years specified 
m sub section (7) of that section b^ing reckoned from the 
end of the premous year in which the transfer lakes place 
or the money is so utilised 

[New] (g) Where ony such debt or part of debt as is referred 

to tn section 26(6)(i) [sub-clause (t) of clause (6) of section 
relating to deductions from business] ts lonttcn off as irre- 
coueroblc in the accounts of the ossessee for a previous year, 
ond the Income-tax O^icer is satis/ied that such debt or 
part thereof became o bod debt tn an earlier previous year, 
the Income tar Officer may, nolioithstandiny onythmy con- 
tained in this Act, allow such debt or part oj debt as a 
deduction for such earlier previous year, and recompute the 
tolol income of the assessee for such earlier preuious year 
and make the necessary amendment, and the provisions of 
/section 161 [35(1) to (4)] sholl, mutatis mutandis, apply 
thereto, the penod of four years specified m sub-section (7) 
of thot section being reckoned from the end of the pretuoos 
year m which the debt ts actually written og as trrecouer- 
abte 


Section i6 
Nonce o 
demand 
It 39) 


When any tax, penalty or interest is due in consequence 
of any order passed under or in pursuance of this Act, the 
Income-tax Officer shall serve upon the assessee a 

notice of demand in the prescribed form specifying the 
sum so payable 


Sertion 164 tVhfin in the course of the assessment of the total ui- 
intimaiwn of come of any assessee it is established that a loss 
, r o which the assesses is entitled to have cam- 

l* (3)1 ed foTu-ord ond set off und^r the provisions of section 7d(2) 

74(2) or 75(2) [24(2) (2B)], the Income-tax Officer shall 
notify to the asstssee by on order in writing the amount of 
the loss as computed by him for the ourposes of section 73 

(2),74(2) or 75(2) [24(2) (2B)] 

of J J^henever a registered firm, xs assessed, or an unregwter- 
asKumeac of assessed under the prowisions of section 190(b) 

firm the Income tax Officer shall notify to the 

[* ^3 (6)} order in writing the amount of its total income 

assessed and the apportionment thereof between the several 
partners 


Section i66 
Infortnaiion 
& feiunu 
[j 3oA and 
Rules 42A & 
«A] 


„ . The person responsible for paymg any interest, 
not being rntcr«t on secunties", shall on or before the 
nftewm jJay of Juiw in each year, furnish to the Income- 
rs O^cer hauing jurisdiction to assess him, a return, m 
the prescrioed form and verified in the presenbed manner, 
of the names and addresses of all persons to whom durmg 
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the previous financial year he has paid interest or aggregate 
interest exceeding such amount, not being less than four 
hundred rupees, as may be prescribed in this behalf, to- 
gether with the amount paid to each such person. 

(2) The proscribed person in the case of every Gov- [s. 21 .] 
ernment office, and the principal officer or the prescribed 
person in the case of every local authority, company or 
other public body or association, and every private employer 
shall prepare, and within thirty days from the 31st day of 
March in each year, deliver or cause to be delivered to the 
Income-tax Officer in the prescribed form and verified in 

the prescribed manner, a return in writing showing — 

(a) the name and, so far as it is known, the address, 
of every person who was receiving on the 31st day 
of March, or has received or to whom was due. 

. during the year ending that date, from the Govern- 
ment, the authority, company, body, association or 
private employer, as the case may be, any income 
chargeable under the head “Salaries” of such 
amount as may be prescribed; 

(b) the amount of the income so received by or so due 
to each such person, and the time or times at 
which the same was paid or due, as the case may 
be; 

(c) the amount deducted in respect of income-tax and 
super-tax from the income of each such person. 

(3) Where an employer deducts from the emoluments [s- 58 T] 
paid to an employee or pays on his behalf any contribu- 
tions of that employee' to an approved superannuation 
fund, he shall include all .such deductions or payments 

in the return which he is required to furnish under sub- 
section (2), as provided by section 314 [58T]. 

(4) The principal officer of every company which is an [s. igA] 
Indian company or a company which has made such effec- 
tive arrangernents as may be prescribed for the declara- 
tion and payment of dividends in India shall, on or before 

the 15th day of June in each year, furnish to the prescribed 
officer a return in the prescribed form and verified in the 
prescribed manner of the names and of the addresses, as 
•entered in the register of shareholders maintained by the 
company, of the shareholders to whom a dividend or aggre- 
gate dividends exceeding such amount as may be prescribed 
in this behalf has or have been distributed during the pre- 
ceding year and of the amount so distributed to each share- 
holder. 

The principal officer of every company shall, at the Section ifiy- 
time of distribution of dividends, furnish to every person Certificate by 
receiving a dividend a certificate to the effect that the 
company has paid or will pay income-tax or that no income- receiving 
tax is payable (as the case may be) on the profits which are dividends, 
being distributed and specifying such other particulars as [s. 20 ] 
may be prescribed. 



[Nev.] 


ClottSC 168 
CHAPTER XV 

■ liability in special cases 

A-hegal representatives 

lerson dies, his 

(=) any ^ ^Sl 

his iaath a^}',.^exnWMa and m“V “ ,he 

4'-^‘^^ni1S\%alr%rmntai,va. and 
taken ogamst me i y necOTdirtg* 

(c) all the provisions of this Act shQ op 

, ,h, dKcased shall, jor 

C3) Ths ‘TLIS' bfraid to be an assesssO 

,he purposes of ftis Act. _t.on 


purposes of this Ac, 

( 4 ) The pr‘>>’“''”“ rti'lS'teotSntative jurof 

^bebsun 9«SeS5( 


tj «4®(0 
part] 


(s S4B{0. 

part] 


rfneV srcLon 

Inew section providing section relating^ 

&aUy liable! J LJ ^f repre^e^hich 

Remedies against propertiw m extent to . 

sesseel shall so for w ”^“V,nth the provisions of this 
they are not Ti^^eStatiiJe assessee 

tion. apply in relation to a repre 

(51 The liability of a legal reP’-«"®fS®ec“ron (4) b® 

Nrss«ssSLrrere'.^ 

tng the liability 

(6) In thus Chapter, “legal representot.pe” inal“ es 
executor or administrator 
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. B — Representative assessees — General provisions., 

(1) For the purposes of this Act, “representative asses- Section 169 . 
see” means — “Representa- 

tive assessee. 

(1) in respect of the income of a non-resident specified [s 42 ( 1 ) main 
■ in section 9(i) [Section 42(1), main para, earlier para, latter 

part], the agent 0/ the non-resident, including a per- pan] 
son who is treated as such under section 173 [43]; 

(ii) in respect of income of a minor, lunatic or idiot, the [s. 40 (i), 
guardian or committee or manager or trustee who pan] 
is entitled to receive or is in receipt of such income 
on behalf of such minor, lunatic or idiot; 

(hi) in respect of income which the .4J (»)> 

Court of Wards, the Administrator-General, the 
Official Trustee or any receiver or manager (in-^ 
eluding any person, whatever his designation, who 
in fact manages property on jbehalf of another) 

appointed by or under any order of a court; 

receives or is entitled to receive, on 

behalf of any person, such Court of 

Wards, Administrator-General, Official Trustee, re- ■ 
ceiver or manager ; 

(iv) in respect of income which a trustee or [s. (i) 

trustees appointed under a trust declared by a mam para, 
duly executed instrument in vTiting whether tes- 
tamentary or otherwise (including any Wakf deed 
which is valid under the Mussalman Wakf Valid- 
ing Act, 1913) receiue or are entitled to receive on 6 of 1913 

behalf of amt person, such trustee or 

trustees 

(2) Every representative assessee shall be deemed to P^w-of. s .42 
be an assessee for the purposes of this Act. 

( 1 ) Every representative assessee, as regards the in- Sectipn 170. 
come in respect of which he is a representative assessee. Liability of 
shall be subject to the same duties, responsibilities and lia- 

bilities as if the income were income received by or accru- ^ „ 

ing to or in favour of him beneficially, and shall be liable 
to assessment in his own name in respect of that income; pa "a, part, 
but any such assessment shall be deemed to be made upon 5 . 42 ( 1 ), main 
him in lus representative capacity only, and the tax shall, 
subject to the other provisions contained in this Chapter, 
be levied upon and recovered from him in like manner and 
to the same amount as it would be leviable upon and re- 
coverable from the person represented by him. 

(2) Any tax payable in respeef of any such assessment [Xew] 
shall be recoverable from the representative assessee, but , 

to the extent only of assets belonging to the person whom 
he represents which may be or may come in his possession 
or under his management, disposal or control: 
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3S?ls.vSs5-Si 

tatme assessee, >*« pliutsion oj ttas Act 

assessed under any other pro 

5Zr-A^3.iSSt^iifi§ 

•■•'“'Ji ““‘<>i“’'?’“"'tas ^wSntal.oe eapootp. on 0"* 
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equal to the amount so pa>4 
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(0.2“'* 

prov ] 

sumequal lo h = «‘‘'“2greemcnt between the 
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Clauses 173-174 


(c) through whom the non-resident is in receipt of any 
income or 


(d) loho is the trustee of the non-resident : [ 5-40 ( 2 )] 

Provided that a broker in India who , in res- [s- 43 , 1st 

pec£ of any transactions, does not deal directly 

with or on behalf of a non-resident principal but deals with 
or through a non-resident broker shall not be 


deemed to be an agent under this section in respect of such 
transactions, if the following conditions are fulfilled, name- 
ly : — 

(a) the transactions are carried on in the ordinary 
course of business through the first-mentioned 
broker; and 

(b) the non-resident broker is carrying on such tran- 
sactions in the ordinary course of his business and 
not as a principal. 

Explanation. — A person, whether a resident or a non- [s. 43, Expln.] 

resident, who acquires whether by sale, 

exchange, transfer or relinquishment, a 

capital asset in India from a non-resident shall, for the pur- 
poses of charging to tax the capital gain arising from such 

sale, exchange, transfer or relinquishment, be 

deemed to have a business connection, within the meaning 
of this section, with such non-resident. 

(2) No person shall be treated as the agent [s. 43, 2nd 

of a non-resident unless he has had an oppor- prov.] 

tunity of being heard by the Income-tax Officer as to his 
liability to be treated as such. 

Where any income in respect of which Section 174. 

the persons mentioned in section 169(1) (iii) and (iv), [S. Charge of tax 
41(1) Part, as embodied in the clauses dealing with Court of o'r'^beneficta- 
Wards etc. and trustees in the newly added section defining ^es unkno\vn 
representative assessee] are liable as representative asses- i-j /jn 
sees, or any part thereof, is not specifically receivable on rov. earlier 
behalf of any one person, or where the individual shares of half, part] 
the persons on whose behalf such income or such part there- 
of is receivable (which persons are hereinafter in this sec- 
tion referred to as the beneficiaries) are indeterminate or 
unknown, — 

(a) income-tax shall be charged — 

(i) ....; as if such income or such [s. 41 (i), ist 

part thereof were the total income of an association 

of persons, or 

(ii) if such income or such part thereof is received by [s. 41 (i), ist 
a beneficiary, then at the rate or rates applicable , 

to the beneficiary, 

as the Income-tax Officer may direct; and 

14 — 1 Law Com /58. 
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Clauses 179-180 

The provisions of section 171 [New section authorising * 79 - 

a representative assessee to recover tax paid from the prin- 
cipal] shall, mutatis-mutandis, apply in the case of an exe- recover tax 
cutor in respect of tax paid or payable by him as they paid. 
apply in the case of a representative assessee. [New] 


F — Succession to business, profession or vocation. 

(1) Where a person carrying on any business, profes- Section i8o. 

sion or vocation, {such person hereinafter in this section Succession to 
being referred to as the predecessor) has been succeeded ot'hen^^iL 
therein by another person (hereinafter in this section refer- than on death 
red to as the successor) who continues to carry on that busi- [s. 26 ( 2 ), 

ness, profession or vocation, the predecessor and the succes- 

sor shall, subject to the provisions of sections 13(2), 13(3), 

91(1) and 100 [section 25^)] each be assessed in respect of 

his actual share, if any, of the income of the 

previous year, that is to say , — 

(a) the predecessor shall be ass'essed in respect of the 

income of the previous year upto the date of succes- 
sion, and \ 

(b) the successor shall be assessed in respect of the in- 
come of the previous year after the date of succes- 
sion. 

(2) Notwithstanding anything contained in sub-section [f- 26 ( 2 ), 

( 1 ), when the predecessor cannot hie found, the assessment 

of the income of the previous year in which the succession - 
took place upto the date of succession, and for the previous 
j'ear preceding that year shall be made on the successor in 
like manner and to the same amount as it would have been 
made on the predecessor 

(3) When the tax in respect of the income of 26 ( 2 ), 

such business, profession or vocation, for the previous year ^ 

in which the succession took. place upto the date of succes- 
sion or for the previous year preceding that year, assessed on 

the predecessor, cannot be recovered from him, it shall be 
payable by and recoverable from the 'successor, and the 
successor shall be entitled to recover from the predecessor 
the amount of any tax so paid. 

(4) Where any business, profession or vo- f®- . 25 A( 2 ) 

cation carried on by a Hindu undiv’ded family 

is succeeded to, and simultaneously with the suc- 
cession or after the succession there has been a partition 

of the joint family property between the members or 
gro7ips of members, the tax due in respect of the business, 
profession or vocation succeeded to upto the date of suc- 
cession shall be assessed and recovered in the manner pro- 
vided in section 181(4) and 181(6) [section 25A(2), remain- 
■ng part, as embodied in section on partition!, but without 
prejudice to the provisions of this section. 
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Clause 181 
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Clauses 181-182 


(a) if the Hindu family carried on any business, pro- 
fession or vocation, be the Income-tax Officer of the 
area in which its principal place of business, pro- 
fession or vocation was situate immediately before 
the partition: and 

(b) m other cases, be the Income-tax Officer of the area 
in lohich the person who was the last manager of 
the Hindu family was residing immediately before 
the partition. 

(8) The provisions of this section shall, mutatis mutan- [New] 
dis and so far as may be, apply in relation to the levy and 
collection of any penalty or other sum in respect of any 
period upto the date of the partition, whether total or par- 
tial, of a Hindu family as they apply in relation to the levy 
and collection of tax in respect of any such period. 

Explanation. — In this section, — [New] 

(a) “partition” means — 

(i) a physical division of the property, if the pro- 
perty admits of such division, or, 

(ii) where the property does not admit of physical 
division, then such division as the property admits 

of; and a mere severance of status shall 

not be deemed to be a partition; 

(b) “partial partition” means a partition which is par- 
tial as regards the persons constituting the Hindu 
undivided family, or the pruperties belonging to 
the Hindu undivided family, or both. 

H — Shipping business of non-residents. 

(1) The provisions of this section shall, notwithstanding Section 182. 
anything contained in the other provisions of this Act, apply Shipping 
for the purpose of the levy and recovery of tax in the case 

of a non-resident who carries on business in India in any };s°r^,earHer 
financial year as the owner or charterer of a ship (such per- par^^’ 
son hereinafter in this section being referred to as the prin- 
cipal) 

(2) Where a ship of the principal carries passengers, [s. 44B (2), 
livestock, mail or goods shipped at a port in India, one-sixth latter haiq 
of the amount paid or payable on account of such carriage 

to the principal or to any person on his behalf, whether that 
amount is paid or payable in or out of India, shall be deemed 
to be income accruing in India to the principal on account 
of such carriage 

(3) Before the departure from any port in India of any [s. 448(1)] 

such ship the master of the ship shall prepare and 

furnish to the Income-tax Officer a return of the full amount 

paid or payable to the principal, or to any person on his 
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Clouses 182-183 
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Clause 184 


J — Persons leaving India. 

( 1 ) Notwithstanding anything contained in section 3 Section 184. 
[section 3], when it appears to the Income-tax Officer 

any individual may leave India during the current assess- leav^ :ndia, 
ment year, or shortly after its expiry, and that he has no 24 A(i), 

present intention of returning, the total income of main para, 

such individual for the period from the expiry of the pre- earl.er half] 
vious year for that assessment year, to the probable date 

of his departure from India -..shall be chargeable to 

tax in that assessment year. 

(2) The total income of each completed previous [s. 24A (i), 

year or part thereof included in such -period ma'npara, 

shall be chargeable to tax at the rate or rates in force in half, 
that assessment year, and separate assessments shall he ^ J 
made in respect of each such completed previous year or 

part thereof. 

(3) The Income-tax Officer may estimate the income of =4 A(i). 
such individual for such period or any part thereof, j^twhaiE’ 
where it cannot be readily determined in the manner pro- part] 
vided in this Act. 

(4) For the purpose of making an assessment under sub- [s- 24^(2)! 
section (1), the Income-tax Officer may -Serve a notice upon 

such individual requiring him to furnish, within such time, 
not being less than seven days, as may be specified in the 
notice, a return in the same form and verified in the same 
manner as a return under section 143(2) [sub-section (2) of . 

section 22], setting forth his total income for each 

completed previous year comprised in the period re- 
ferred to in sub-section (1) and his estimated total income 
for any part of a complete previous year comprised in that 

period ; and the provisions of this Act shall, so far 

as may be, and subject to the provisions of this section, 
apply as if the notice were a notice issued under section 
143(2) [sub-section (2) of section 22]. 

(5) Tax chargeable under this section shall be in addi- [New] 
tion to the tax, if any, chargeable under any other provision 

of this Act. 

(6) Where the provisions of sub-section (1) are appli- [New] 
cable, any notice issued by the Income-tax Officer under 
section 143(2) [sub-section (2) of section 22] or section 154 

(1) [section 34(1), second para, portion relating to the issue 
of a notice containing the requirement to be included on 
the lines of section 22(2)] in respect of any tax chargeable 
under any other provision of this Act 'may, notwithstanding 
anything contained in section 143(2) [section 22(2)] or sec- 
tion 154(1) [section 34^) second para, portion relating to 
notice containing such requirements] as the case may be. 
require the furnishing of the return by such individual 
within such period, not being less than seven days, as the 
Income-tax Officer may think proper. 
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Clauses 186-188 


’ which the proceedings stood at the time of such disconti- 
nuance or dissolution, and all the provisions of this Act 
shall, so far as may he, apply accordingly. 

(3) The provisions of subsections (1) and (2) shall, so [New] 

far as may he and mutatis mutandis, apply in relation to [ 5 . 44 ( 2 ) part 
any penalty or other sum, chargeable under any provision s-44(s) pan] 
of this Act, as they apply in relation to tax. 

(4) Nothing in this section shall affect the provisions of [New] 
section 170(2) [24B(1), portion limiting liability of legal re- 
presentative to extent of estate]. 


L — Special provisions for certain kinds of income. 

Where the time taken by the author of a literary or Section 187. 
artistic work in the making thereof is more than twelve Royalties or 

months, the amount received or receivable nte- 

by him during any previous year on account of any lump rary or arti- 
sum consideration for the assignment or grant of any of stic work, 
his interests in the copyright of that work or of royalties jjaa] 
or copyright fees (whether receivable in lump sum or other- 
wise), in respect of that work, shall, if he so claims, be 
allocated for purposes of assessment as hereunder — 

(i) where the time so taken is less than twenty-four 
months, one-half of the amount of such lump sum. 
royalties or fees as the income of the previous year 
in which the whole amount is received or receiva- 
ble, and the other half as the income of the next 
succeeding previous year; and 

(ii) where the time so taken is twenty-four months, or 
more, one-third of the amount of such lump sum, 
royalties or fees as the income of the previous year 
in which the whole amount is received or receiva- 
ble, and one-third of the said amount as the income 
of each of the two next succeeding previous years. 

Explanation. — ^For the purposes of this section, the ex- 
pression ‘author’ includes a joint author, and the expression 
‘lump sum’, in regard to royalties or copyright fees, inclu- 
des an advance payment on account of such royalties or 
copyright fees which is not returnable. 


M — Liability of State Governments. 


Section i88. 
Intel est on 
income-tax 


Income-tax payable on the interest on securities 

any security of the State Government issued income-tax Qg^emment 
free shall be payable by the State Government at such rate s, 3 rd 
as may he laid down by any Central Act. provj 
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Clauses 189-191 
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Clause 191 

(ii) the individual shares of the partners are specified 
in that instrument, or can he ascertained from that 
instrument with or without the aid of the instru- 
ments of partnership of any other connected firms. 

(2) Such application may, subject to the provisions of [New] 
this section, he made either during the existence of the 
firm or after its dissolution. 

(3) The application shall be made to the Income-tax [®- 
Officer having jurisdiction to assess the firm, and shall he 

signed — second para, 

(a) hy all the partners (not being minors) personally, 
or 

(b) in the case of a dissolved firm, hy all persons (not 
being minors) who 'were partners in the firm im- 
mediately before its dissolution and hy the legal 
representative of any such partner who is deceas- 
ed. 

(4) The application shall he made before the end of 

the previous year for the assessment year in respect of with Rule 2, 
which registration is sought: " • ^ Second pai a, 

part] 

Provided that the Income-tax Officer may entertain an 
application made after the end of the previous year, if he 
is satisfied that the firm was prevented hy sufficient cause 
from making the application before the end of the previous 
year. 

• Ts 26,^ fs) 

(5) The application shall he accompanied hy the origi- part^ read 
nal instrument evidencing the partnership, together with with Rule 3] 
a copy thereof: 

Provided that if the Income-tax Officer is satisfied that 
for sufficient reason the original instrument cannot con- 
veniently he produced, he may accept a copy of it certified 
in writing hy all the partners (not being minors), or, where 
the application is made after the dissolution of the firm, 
hy all the persons referred to in clause (h) of sub-section 
(3), to he a correct copy, or a certified copy of the instru- 
ment: and in such cases the application shall he accompa- 
nied hy a duplicate copy of the original instrument: 

Provided further that where the individual shares of 
the partners are not specified in the instrument of partner- 
ship, the provisions of this section shall apply also in rela- 
tion to the instruments of partnership referred to in clause 
(ii) of sub-section (1) as they apply in relation to the instru- 
ment evidencing the partnership of the firm to he register- 
ed. 

(6) The application shall be made in the prescribed [s. q6 A (2), 

form and shall give the following particulars — ^^’^h R^t 

(i) the names and addresses of the partners of the firm , 

during the previous year, together with their 
shares : 
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Clauses 192-193 


(4) The Income-tax Officer shall finish the inquiry un- [New] 
der this section hejore the expiry of a period of one year 
from the date of filing of the application, or before making 

an assessment on the firm for the assessment year, which- 
ever is earlier. 

( 5 ) Where a firm is registered for any assessment year, [New] 
the Income-tax Officer shall record a certificate on the in- [See Rule 4 
strument of- partnership or on the certified copy submitted 

in lieu of the original instrument, as the case may be, to 
the effect that the firm has been registered under this Act, 
for that assessment year; and where a declaration under 
section 191(7) [relevant sub-section of section for applica- 
tion for registration, to the effect that in the case of subs- 
equent assessment year only a declaration need be .sent] 
is furnished by the firm for any subsequent assessment 
year, he shall also endorse a note of such -declaration hav- 
ing been furnished on the said instrument or certified copy 

(6) Notwithstanding anything contained in this sec- [s. 23 (4), 
tion, where, in respect of any assessment year, there is, on main para, 
the part of a firm, any such failure as is mentioned in sec- 

tio7i 148 [S. 23(4), main para, earlier half, embodied in sec- •' 
tion re; best judgment assessment], the Income-tax Officer 
may refuse to register the firm for the assessment year. 

(1) If, where a firm has been registered, or its regis- Section 193 . 
tration has effect under section 191 (7) [newly added sub- Cancellation 
section in section re: application for registration, to the 

effect that registration has effect for subsequent year], for ‘ ‘ 
any assessment year, the Income-tax Officer is of opinion 
that there was during the previous year no genuine firm [See Rule 6B] 
in existence as registered and- that the registration was ob- 
tained or continued by misrepresentation, he may, with 
the previous sanction of the Inspecting Assistant Commis- 
sioner and after giving the firm a reasonable opportunity 
of being heard, cancel the registration of the firm for that 
assessment year. 

( 2 ) If, where a firm has been registered or its regis- [s. 23 (4), 
tration has effect under section 191(7) [newly added sub- 
section in section re: application for registration, provid- 

ing that registration once granted has effect for future 
years], for any assessment year, there is, on the part of the 
firm, any s^lch failure in respect of the assessment year as 
is mentioned in section 148 [section 23(4), main para, ear- 
lier half, i.e., section for best judgment assessrnent], the 
Income-tax Officer may cancel the registration of the firm [s. 23 {4), 
for the assessment year, after giving the firm not less than proviso]'^’ 
fourteen days’ notice intimating his Ihtention to cancel its 
registration and after giving it a reasonable opportunity 
of being heard. 



[Nevf] 


l^New] 


INewl 
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Clauses 19^195 
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Clauses 196-197 


( 1 ) Where any business, profession or vocation carried Section 196. 
on by a firm has been discontinued, or where a firm di^soiv- 

^ • j. 1,., j • ed or business 

IS dissolved, — 


1 


(a) the Income-tax Officer shall make an assessment ^^^tf * ’ 

of the total income of the firm as if no such 

discontinuance or dissolution had taken place ; and 


(b) every person who was at the time 'of such discon- [s. 44 (3), 
tinuance or dissolution a partner of the firm, and P^^t] 
the legal representative of any such partner who 
is deceased, shall, in respect of the income of ihe 

firm, be jointly and severally liable for the 

amount of tax payable, and aU the provi- 

sions of this Act, so far as may be, shall apply to 
any such assessment 


(2) Where such' discontinuance or ‘ dissolution takes [New] 
place after any proceedings in respect of an assessment 
year have commenced, the proceedings may he continued 
against the persons referred to in suh-section ( 1 ) from the 
stage at which the proceedings stood at the time of such 
discontinuance or dissolution, and all the provisions of this 

Act shall, so far as may he, apply accordingly. 

(3) The provisions of suh-sections (1) and (2) shall, C®- 44 (=). pa« 
mutatis mutandis and so far as may he, apply in relation ish pa'^J 
to any penalty or other sum chargeable under any provi- 
sion of this Act, as they apply in relation to tax. 

( 4 ) Nothing in this section shall affect the provisions [New] 
of section 170 (2) [24B (1), portion limiting liability of 
legal representative to extent of estate.] 

D — Other provisions. 

(1) Besides the provisions contained in this Chapter, Section 197 . 
the following are the provisions of this Act specially rele- 
vant in respect of firms — provisions. 


Section 6, clause (2) . . [4A (b)] relating to residence of firms.’ 

Section 28 (ii) . . [lofsA) Part] relating to charge of compensation 

etc. for managing agency. 


Section 40 (b) 


Sections 76 & 77.. 


Section 78 


[to (4) (b)] relating to inadmissibility of interest, 
salary, commission or remuneration paid to a 
partner. 

[24 (i) 2nd proviso part, 24 (2) proviso (c) and (d) [24 (2) provi- 
part] relating to loss of a registered firm or an so] 
unregistered firm treated as registered. 

[24 (i) 2nd proviso, part and 24 (2) proviso (c) 
part] relating to loss of an umegistered firm. 


’. Underlining of sections in the list has not been done, for facility of reading. 
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Clouses 197-198 

off of lossw »n 
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Section 320 (2) (») 
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Section 123 
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Section 165 
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Clauses 198-201 

Section i66 (4) [19A] relat’ng to infonnat'on and rc:urn regarding divi 

dends; 


Section 167 


relating to certificates in respect of tax on divide- 
nds; 


Section 203 [t8 (3D)] relating to deduction of super tax from dividends; 

Section 254 (a) [30 (i) relating to appeals against an order under section 

prov.] 113 [23 A]; 

Section 320 (2)(b) [63] relating to service of notices. 

(2) The list of provisions givep in sub-section (1) is 
for convenience of reference only. 


CHAPTER XVni 

COLLECTION AND RECOVERY OF TAX. 


A — General. 

(1) Notwithstanding that the regular assessment in res- Section 199. 
-pect of any. income is to be made in a later assessment year. Deduction at 

the tax on such income shall be payable by deduction at sot'fce and 
source or by advance payment, as the case may be, in accor- 
dance with the provisions oj this Chapter. . [^ew] 

(2) Nothing in this section shall prejudice the charge 
of tax on such income under the provisions of section 3(1) 


( 1 ) In the case of income in respect of which provision Section 200. 
is not made under this Chapter for deducting income-tax at Direct pay- 
the time of payment, and iii any case where income-tax has 

not been deducted in accordance with the provisions of this ^ ' 

Chapter, income-tax shall be payable by the assessee direct. 

(2) Save as provided in this Chapter, super-tax shall be [s. 58 ( 2 )] 
payable by the assessee direct. 


B — Deduction at source. 

(1) Any person responsible for paying any income Secfon 201. 
chargeable under the head “Salaries” shall, at the time of Salarj'. 
payment, deduct income-tax and super-tax on the amount 
payable at a rate representing the average rate of income- 

tax arid average rate of super-tax, respectively, in force for 
the financial year in which the payment is made, on 

the estimated income of the assessee under this head 

for that financial year. 

(2) Any person responsible for paying any income [s. 18 (2B), 

chargeable under the head “Salaries” to a non-resident para.] 
shall, at the time of payment, deduct tar on the '-sti- 

mated income of the assessee under this head for the finan- 
cial year in accordance with the provisions of section 124 
[section 17(1)]. 

15 — I Law Com./ 58 . 



220 


18 (2) 
proviso] 


201-203 

for making the paB: 


[New] 


iilure lu 

(4) The 

t nn eTTV 


[N w] 


ejroit* 1.1-n. - 
(5) Where 

section 313 [58S (2)1 


secKU'* L — ' •" ^ 

- .nrome chr 


,1 be caicuidfc’i'* - harg®* 

S,o™t02 The person 

Tnterest on ^ble under the heaa ^ 
leeuritie* j^g time of poymem, 

Is 18 ly 




(a) 


s££a*^s:.:«5to 

the inaxiTnum rate onci 


secu- 


t. 18(3A1, 
ina n l*ta] 


the inaxiTnum raie 

(nieliodednet^P^-t- on rueh amount, mhen pa 
to a non-TCStdent 


to a non-TCStdcnt— 

W .n the cose of a ^i"e\hf?Tiange- 

to a company toh^ hw referred t® 

merits for dcductiw of super 
tu sect on 203 [.18(3D)1 , 


tn sen. UK i.v«» 

ere accordance 

(u) m the cose of any gcS°^124(l)(h) 
with the provisions of section 

(b)l 


tOM 

„o„ 203 The principal officer ot an 

dMids nany v.hicb has made such ®”tax from dividers 

1® be D’-esenbed for the deduction of a shareholder 

shall at the time of lo believe to be 

whom the prmapal officer has no reason 


Section 203 
Div dends 



221 

Clauses 203-205 

a resident, deduct super-tax on the amount of such dividend 
as increased in accordance with the provisions of section 
59 [Section 16(2) main para, latter part], at the following 
rates : — 

(i) if the shareholder is a company, at the rate appl> 
cable to a company which has not made the 
arrangements for deduction of super-tax from 
dividends referred to above: 

(ii) if the shareholder is a person other than a com- 
pany, in accordance with the provisions of section 
124(1) (b) [Section 17(1) (b)]. 

_(1) Any person responsible for paying to a non-resi- Section 204 . 

deni any sum chargeable under the provi- 

sions of this Act, (not being income chargeable under the 
head “Salaries” or “Interest on securities”, and not being para] 
a dividend) shall, at the time of payment, unless he is him- 
self liable to pay any income-tax and super-tax thereon as 
an agent, deduct on such sum — 

(a) income-tax at the maximum rate, and 

(b) super-tax — 

(i) in the case of a company, at the rate applicable 
to a company which has not made the arrange- 
ments for the deduction of super-tax referred to 
in section 203 [18 (3D)]; 

(ii) in the case of any other person, in accordance 
with the provisions of section 124(1) (b) [17(1) 

(b)]: 

Provided that nothing in this sub-section shall [s 18 ( 3 B), 

apply to any payment made in the course of transactions -nd prov.] 
in respect of which a person responsible for the payment 
is deemed under section 173(1^ Proviso [section 43, 

First Proviso] not to be an agent of the payee. 

(2) Where the person responsible for paying any snch [s- 18 (3C)] 

sum (other than interest) to a non-resident considers 

that the whole*of such sum would not be income chargeable 
in the case of the recipient, he may make an application 
to the Income-tax Officer to determine, by general or spe- 
cial order, the appropriate proportion of such sum so 
chargeable, and upon such determination tax shall be deduc- 
ted under sub-section ( 1 ) only on that proportion of the 
sum which is so chargeable. 

fl) Where, in the case of any income in respect of Secfon 205 
which income-tax or super-tax is required to be deducted Certificate 
at the time of payment at a particular rate under the pro- f” 

visions of 'sections 201 to ?04 [Section 18(2B) mam mra. ‘ 

Section 18(3) main para. Sec. 18(3A) main para. Section 
18(3B) main para or Section 18(3D) main para], the In- is (st.’prov- 
come-tax Officer is satisfied that the total income or the ho, (3Av] 
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Clauses 205-209 

vovso (3B) total world tJicome o] the recipient justices the deduction 
hi proviso fjt income tax or super-toi at any lower rate or no deduction 
’ oj income tar or super-tax, the Income-tax O^cer shall, on 
proviso.) application mode by the asscssce m this bchal/, give a 

certificate in tenting to that effect 

r, ifi f2m (2) Where any such ccrti^cate IS gtuen, the 

pan] ’ person responsible for paying the income shaU. tinlil sue* 
certificate is cancelled by the Income-tax Officer, 
income tax and super-tax at the rates speemed in su^ cer* 
tificate or deduct no tar, as the case may be 

All sums deducted m accordance with the provisions of 
sections 201 to 204 [18(2) to 18(3D)3 shall, for the pufP^e 
ewd of computing the income of an assessee, be deemed to o 
^ iB (4)] income received 

Section S07 Any deduction made in accordance with the 

Ccinrattax provisions of sections 201 to 204 [18(2) to 18(3D)j 
rs “la shall be treated as a payment of income-tax or super-tax. « 
tna n par* the case may be, on behalf of the person from whose inrome 
earl et hati; the deduction was made, or of the owner of the security or 
of the shareholder as the case may be, and credit shall be 
IS i9 (5) guen to him for the amount so deducted (cxctimoe oi any 
portion of such tax for luhich he obtains, in accordance 
pw”ftni i*{ uuth the pronstoRS of this Act, c refund,) on the production 
prwj of the certificate furnished under section 211 [sub-section 
(9) of section 18] , m the assessment, if any, made 

for the immediately following assessment year under this 
Act 


Talc dedu 


{» cs (5)4^ Provided that where such person or o\vner or 

prov.parj jjiare holder is a person whose income is included under 
the provisions of section 63 or 64 [clause (c) of sub-section 
(1) of section 16] section 67 [subKsection (3) of section 
16] section 96 (44DJ or section 97[44E) in the total 
income of another person the payment shall be deemed to 
have been made on behalf of, ond the credit shall be given 
to such other person 


Provided further that where any security or share in 
"la company is owned jointly by two or more persons not 
constituting a partnership, credit in respect of the tax 
deducted may be given to each such person in the 

same proportion in which the interest on such security or 
dividend on such share has been included in his total income 


Duiyof^Mf. person deducting any sum in accordance with the 

SCO dfdua provisions of sections 201 to 204 fl8(2) to 18(3D)1 shall pay 
rs® prescribed time the sum so deducted to the 

f (51 credit of the Central Government or as the Central Board 
or Kevenue directs 


Conswiuf? ^by such person does not deduct or after deduct- 

ce of fa lure required by or under sections 201 

todedfcrr 2tu HR (2) 18 (3D)] he and m the cases specified 

P»r m section 203 [Section 1B(3D)) the principal officer and 
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Clauses 209-212 


the company of which he is the principal officer shall, [s. i 8 ( 7 )] 
without prejudice to any other consequences which he or 
it may incur, be deemed to be an assessee in default in res- 
pect of the tax; 

Provided that no interest shall he charged under sec- 
tion 230 [Section 46 (1)] from such pei'son, principal officer 
or company unless the Income-tax officer is satisfied that 
such person or principal officer, as the case may he, has 
wilfully failed to deduct and pay the tax. 

( 2 ) Where the tax has not been paid as aforesaid after [New] 
it is deducted, it shall he a first charge upon all the assets 
of the person, or the company, as the case may he, referred 
to in suh-section ( 1 ). 

The power to levy by deduction under sections 201 to Section 210, 
204 [section 18 (2) to (3D)] shall be without prejudice to only one mo- 
any other mode of recovery. de of recove- 

ts^.‘i8 (8)] 

Every person deducting income-tax or super-tax in Sect on 21 1 . 
accordance with the provisions of sections 201 to 204 [Sub- pert ficatcfor 
sections (2), (2B), (3), (3B), (3C), or (3D), of section 18] [^18 ( 9 "] 
shall, at the time of payment of the sum from which tax 
has been deducted, furnish to the person to whom such 
payment is made, a certificate to the effect that income-tax 
or super-tax has been deducted, and specifying the amount 
so deducted, the rate at which the tax has been deducted, 
and such other particulars as may be prescribed. 

For the purposes of sections 201 to 211 [All sections in- Sect'on 212 . 
corporating any part of section 18] and section 166(1) Person respo- 
[20A] the expression “person responsible for paying” n?‘We for pa- 
means — . ^ [s ”^'8 Expl.] 

(i) in the case of payments of income chargeable un- 
der the head “Salaries” other than payments by 
the Central Government or the Government of a 
State, the employer himself or if the employer is 
a company, the company itself including the prin- 
cipal officer thereof ; 

(ii) in the case of payments of income chargeable un- 
der the head “Interest on securities” other than 
payments made by or on behalf of the Central 
Government or the Government of a State, the 
local authority or company including the princi- 
pal officer thereof ; 

. V 

(iii) in the case of payments of any other sum char- 
geable under the provisions of this Act, not being 
income chargeable under the head ‘Interest on 
securities”, the payer himself or if the payer is 
a company, the company itself including the prin- 
cipal officer thereof. 
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Clauses 217-218 

(ii) so much of such total income as consists of income 
which was or' could have been subject to advance 
tax in that previous year shall next be ascertain- 
ed: 

(iii) income-tax and super-tax shall then be calculated U, i8A(i) 
on the last mentioned income at the average rate (a), main 
of income-tax and the average rate of super-ta:c 
respectively applicable in the financial year to the " ’ 

total income determined for the said previous year; 

(iv) the sum total of income-tax and super-tax so calcur 
lated shall, subject to the provisions of clauses (b) 
and (c), he the advance tax payable; 

(b) in cases where under the provisions of section [s. i8A(i) 

124(2), or 124 (3) [section 17(1) 1st Proviso], the tax 
payable by the assesses is to be determined with re- 
ference to his total world income, the advance tax 
payable by him shall bear to the total amount of 
income-tax and super-tax which would have been 
payable on his total world income of the said pre- 
vious year had it been his total income the same 
proportion as the amount of the income subject to 
advance tax which is included therein bears to his 

total world income; 

(c) in cases where an estimate is sent by the assessee [New.] 
under section 220(1) or 220(2) [18A(2)] or section 
220(3) [18A(3)], the total income so estimated 
shall, for the purposes of calculation of tax under 

this section, be substituted for the total income re- 
ferred to in clauses (a) and (b), and the income 
subject to advance tax so estimated shall be subs- 
tituted for the income to be ascertained under 
item (ii) of clause (a). 

Explanation. — If the assessee is a partner of a [s. i8A(i) 

registered firm and an assessment of the firm has <been and Prov.j 
completed for a previous year later than the latest previous 
year for which the assessee’s assessment has been com- 

pleted, his share in the income of the firm shall, for the 
purposes of clauses (a) and (b), be included in his total 
income on the basis of the said assessment of the firm. 

(1) Where a person has been previously assessed un- Section 218 . 

der this Act or under the Indian Income-tax Act, 1922, the ” * 922 . 

Income-tax Officer may, on or after the 1st day of April Order by 
in the financial year, by order in writing require him to 

pay to the credit of the Central Government, advance ^ ^ 

tax determined in accordance with the provisions of sec-^ \ 
tions 215, 216 and 217 [s. 18A(1) (a) as embodied in other earlier half! 
sections]. part.] 

(2) The notice of demand issued under section 163 JV 
[29] in pursuance of such order shall specify the instal- para, 
ments in which the advance tax is payable under section half, part.] 
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Clause 220 

required to pay such tax, as the case may he, and accord- 
ingly wishes to pay an amount less than the amount which 
he is so required to pay, he may send to the Income-tax 
Officer — 

(1) an estimate of the total income for that period, 

(ii) an estimate of the income subject to advance tax 
for that period, and 

(iii) an estimate of the advance tax payable by him cal- 
culated in the manner laid down in section 217 [s. 

18A(1) (a) main para, part, as embodied in 

section re: computation of tax]. He shall pay such 
amount as accords with his estimate in equal ins- 
talments on such of the dates specified in section 

.219 [s. 18A(1) (a) main para, earlier half, part as 
embodied in draft section re: instalments] as have 
not expired or in one sum if only the last of such 
dates has not expired. 

(2) The assessee may send a revised estimate of [S. i 8 A(a), 

the advance tax payable by him before any one of the dates Prov.] 
specified in section 219 [s. 18A (1) (a), main para, earlier 

half, as embodied in draft section re: instalments] and 
adjust any excess or deficiency in respect of any instal- 
ment already paid in a subsequent instalment or in subse- 
quent instalments. 

(3) Any person who has not previously been assessed [S. i 8 A( 3 )] 
under this Act or under the Indian Income-tax Act, 1922, n of 1922 . 
shall, before the 15th day of March in each financial year, 

if his total income of the period which would be the 
previous year for the immediately following assessment 
year is likely to exceed the maximum amount not charge- 
able to income-tax in his case by two thousand 'five hun- 
dred rupees, send to the Income-tax Officer — 

(i) an estimate of the total income of the said previous 
year; 

(ii) an estimate of the income subject to advance tax 

of the said previous year; and 

(iii) an estimate of the advance tax payable by him 

calculated in the manner laid down in section 217 
[s. 18A(1) (a) main para, earlier half, part as em- 
bodies in section re: computation of tax], 
and shall pay such amount as accords with his esti- 
mate, on such of the dates specified in section 219 
[s. 18A(1) (a), main para, earlier half, as embodi- 
ed in section part re: instalment] as have 
not expired, by instalments which may be revised 
according to sub-section (2) [proviso to s. 18A(2)]. 
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Clauses 223-225 

(2) Where provisional assessment is made under [s. iSA (6) 

section 145 [23B], — andProv.] 

(i) interest shall be calculated in accordance with the 

foregoing provision up to the date on which the tax 
as provisionally assessed is paid, and 

(ii) thereafter interest shall be calculated at the rate 

aforesaid on the amount by which the tax as so 
assessed (in so far as it relates to income subject to 
advance tax) falls short of the said eighty per 
cent. 

(3) ...Where as a result of an order imder section 259 [s- i8A (6) 
[31] or section 272 [33A] or section 161 or 162 [35] or section 3rd Prov.] 

263 [66], or section 269 [66A], the amount on which inte- 
rest was payable under this section has been reduced, the 
interest shall be reduced accordingly and the excess interest 

paid, if any, shall be refunded together with the amount of 
income-tax that is refundable. 

(4) ... In such cases and under such circumstances as may [s, ,8 a ( 6) 

be prescribed, the Income-tax Officer may reduce or waive 5th Prov.] 
the interest payable by the assessee under this section. 

Where, on making the regular assessment, the Iricome- Section 224. 

■ tax Officer finds that any assessee has — interest pay- 

able by asses- 

(a) under section 220(1) or 220(2) [s. 18A(2)] or section see in case 
220(3), [s. 18A(3)] under estimated the advance tax 
payable by him and thereby reduced the amount jgA (7)] 
payable in any of the first three instalments, or 

(b) under secion 221 [s. 18A(4)] wrongly deferred the 
payment of advance tax on a part of his income, 
he may direct that the assessee shall pay simple 
interest at four per cent, per annum — 

(i) in the case referred to in clause (a), for the periodi 

during which the payment was deficient on the 
difference between the amount paid in each such 
instalment and the amount which should have been 
paid having regard to the aggregate advance tax 
actually paid during the year, and 

(ii) in the case referred to in clause (b), for the period 

during which the payment of advance tax was 

so deferred. 

Explanation. — . . .For the purposes of this section, any in- 
stalment due before the expiry of six months from the com- 
mencement of the previous year in respect of which it is 
to be paid shall be deemed to have become due fifteen days 
after the expiry of the said six months. 

(1) Where, on making the regular assessment, the In- Section 225. 
come-tax Officer finds that no payment of advance tax has cjt'il 

been made in accordance with the provisions of sections n,a,c made'* 
215 to 220 [s. 18A(1), 18A(2), 18A(3)], interest calculated in [s. i8A (8)] 
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Clauses 229-230 '' 

notice or if a time is not so mentioned, then on or t®- 45. niain 

before the expiry of a period of forty-five days from the date 
of the service of the notice. 

(2) On an application made by the assessee before the [New] 
expiry of the due date under sub-section (1), the Income- 

tax Officer may extend the time for payment or allow pay- 
ment by instalments, subject to such conditions as he may 
think fit to impose in the circumstances of the case. 

(3) If the amount is not paid within the time limited [s- 45 . main 
under sub-section (1) or extended under sub-section (2), 

as the case may be, at the place and' to the person men- 
tioned in the said notice, the assessee shall be deemed 

to be in default. 

(4) If, in a case where payment by instalments is allow- [New] 
ed under sub-section (2), the assessee commits default in 
paying any one of the instalments within the time fixed 
under that sub-section, the assessee shall be deemed to be 

in default as to the whole of the amount then outstanding, 
and the other instalment or instalments shall be deemed to 
have been due on the same date as the instalment actually 
in default. 

(5) Where an assessee has presented an appeal [s. 45 . 

under section 254 [30], the Income-tax Officer may, in his 
discretion, and subject to such conditions as he may think 

fit to impose in the circumstances of the case, treat the as- 
sessee as not being in default, in respect of the amount in 
dispute in the appeal, even though the time for payment 
has expired, as long as such appeal remains undisposed 
of. 

(6) Where an assessee has been assessed in respect [s- 45i 2 “^ 

of income arising outside India in a country the 

laws of which prohibit or restrict the remittance of money 
to India, the Income-tax Officer shall not treat the assessee 
as in default in respect of that part of the tax which is due 
in respect of that amount of his income which, by reason of 
such prohibition or restriction, cannot be brought into 
India, and shall continue to treat the assessee as not in 
default in respect of such part of the tax until the prohibi- 
tion or restriction is removed. 

Explanation. — 'For the purposes of this section, income [s- 45> Expl.] 
shall be deemed to have been brought into India if it has 
been utilised or could have been utilised for the purposes 
of any expenditure actually incurred by the assessee with- 
out India or if the income, whether capitalised or not, has 
been brought into India in any form. 

(1) When an assessee is in default or is deemed pav- 

in default in making a payment of tax, he shall, in addition 
to the amount of the arrears, be liable to pay, by way of tax in default 

[s. 46 ( 1)1 > 



232 

Clouses 230-232 

amount oj arrears 

(2) If the arrears of MX fLF^an'afp^ttu'lemed or 


{raHe^^“reoxuSsxb-«c..o^ 

( 2 ) No mterost K^Hhc MMKeVM, hS 
respect of any P|"“« as ”• 

any promsion oj this ^ci, irc 


t* 46(»)1 


t;- 1 o an ( 1 ) When an asscsscc is m income-tax pfficer 

1° default tn SSr“a cSificate 

SdWi^M i"^a^eZ,t"Z°p^oLtr^^^^ J™" 

’"t":a“rsa.eo,^ 

and sate o, the cssessee’s 

(c) Lest of the assessee and his Me 

«^m“oo'^Kd'« r.. 


r, 46I7I Ejpi 


-a^sessee-s mooaWe and immooao.e 
(2) The Income tax OJieer “ eSnJs for 

laitet half siib-scction (1) mot^ houe been tohen 

very of the arrears by any other moae nov 


Sect on a: 
Colieaot 
whom ce 


•y OJ me arreuio vy — » 

1 (1) The Income-tax OflicCT may 

o- referred to tn sectwn 231 146(2), mam p 3 -sscssee 

^ (a) the Collector lotlhm lohose r vocation or 

^ ’ cames on his btmness, place of h» 

uitthm lohose junsdiction the p 
business, profession or vocation is ^ 

(b) the Collector nnthm “""fmSeMe P”>- 

sessee rcxdes or any movable or immov 
perty of the assessee is situate 

(2) If the Collector to whom a certificate is sent^^V^^^ 
Income tax Offtcer is not able to ’■cco'oer th jios 

by sale of the property, movable ond _ n district 

information that the assessee has W°PC”y j^g send 
vjtthin the junsdiction of another Collecto ojith 

the certificate to such other Collector or to a tj^ereupoa 
tn tvhose jurisdiction the assessee resides, ana 



233 

Claiises 232-234 


that Collector shall proceed to recover the amount under this 
Chapter as if the certificate was sent to him hy the Income- 
tax Officer. 

Explanation. — In this section, “Collector” means a Col- 
lector of a district in any part of India, and includes an 
Additional Collector of any such district. 

(1) When the Income-tax Officer sends a certificate to “33- 

a Collector under section 231 [46(2) main para] it shall not 

be open to the assessee to dispute before the Collector the amid- 
correctness of the assessment, and no objection to the ment thereof. 
certificate on any ground shall be entertained by the Col- [New] 
lector. 

(2) An assessee objecting to the issue of any certificate, 
on any ground open to him, other than the correctness of 
the assessment, may apply to the Income-tax Officer for 
withdrawal or cancellation of the certificate, and the In- 
come-tax Officer shall, after giving the assessee a reasonable 
opportunity of being heard, pass such orders as he thinks 
fit. 

(3) Notwithstanding the issue of a certificate to a Col- 
lector, the Income-tax Officer shall have power to correct 
any clerical or arithmetical mistake in the certificate by 
sending an intimation to the Collector. 

(4) The Income-tax Officer shall intimate to the Collec- [ 
tor any orders withdrawing or cancelling a certificate pass- 
ed by him under sub-section (2), or any correction made by 

him under sub-section (3) or any -amendment made under 
section 234(4) [sub-section in newly added section providing 
for amendment of certificate on reduction etc. in any pro- 
ceeding under the Act!. 

(1) Notwithstanding that a certificate has been issued 
to the Collector for the recovery of any tax, the Income- 

t^T Officer may grant time for the payment of the tax and lation or 
thereupon the Collector shall stay the proceedings until the wthdrawal of 
expiry of the time so granted. ' ' 

(2) Where a certificate for the recovery of tax has been 
issued, the Income-tax Officer shall keep the Collector in- 
formed of any' tax paid or time aranted for payment, subse- 
guent to the issue of such certificate. 


_ (3) Where the order giving rise to a demand of tax for 
which a certificate for recovery has been issued has been 
reduced in appeal or other proceeding under this Act but 
w the subject-matter of further proceeding, the Income-tax 
Officer shall stay the recovery of such part of the amount of 
the certificate as pertains to the said reduction, for the 
period for which the appeal or other proceeding remains 
pending. 
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(v) The Income-tax Officer shall grant a receipt for any [s. 46 ( 5 A), 
amount paid in compliance with a notice issued under this 3rd para] 
sub-section, and the person so paying shall be fully dis- 
charged from his liability to the assessee to the extent of 

the amount so paid. 

(vi) Any person discharg’ng any liability to the assessee [s. 46 ( 5 A), 
after receipt of a notice under this sub-section shall be per- 4‘h para] 
sonally liable to the Income-tax Officer to the extent of his 

own liability to the assessee so discharged or to the extent 

of the assesee’s liability for tax, interest and penalties, 

whichever is less. 

(vii) If the person to whom a notice under this sub- [s- 46 ( 5 A), 
section is sent fails to make payment in pursuance thereof para.] 
to the Income-tax Officer, further proceedings may be taken 
against him for the realisation of the amount as if it were 

an arrear of tax due from him, in the manner provided in 
sections 231 to 234 [S. 46(2)], and the notice shall have the 
same effect as an attachment of a debt by the Collector in 
exercise of his powers under section 231 [46(2)]. 

(4) The Income-tax Officer may apply to the court in [New] 
whose custody there is money belonging to the assessee for- 
payment to him of the entire amount of such money, or, 

if it is more than the tax due, an amount sufficient to dis- 
charge the tax. ^ ' 

(5) The Income-tax Officer may, if so authorised by [*• 46 (3) and 
the Commissioner, proceed to recover the tax, by distraint (4)1 

and sale of the movable property of the assessee in the 
manner laid in the Third Schedule, 

If the recovery of tax in any area has been entrusted to Section 236 . 
a State Government under article 258(1) of the Constitu- 
tion, the State Gorrernment may direct with respect to that Government' 
area or any part thereof, that tax shall be recovered there- - g 
in with, and as an addition to, any municipal tax or local ^ ' 

rate, by the same person and in the same manner as the 
municipal tax or local rate is recovered. 

For the purposes of section 231 [46(2)], the expjession Secion 237 . 
“Collector” shall include a Collector in Pakistan, and the Recov^ 
Income-tax Officer may forward a certificate under that cod^tor in 
section to a Collector in Pakistan through the Central pafcistan. 
Board of Revenue of Pakistan, if the assessee has property [- 3 . 46 ( 8 )] 
in the district of that Collector. 

Where a Collector in India receives through the Central 
Board of Revenue of India a certificate under the signature Pauisian tax. 
of an Income-tax Officer in Pakistan, the Collector shall - _ g , 
proceed to recover the amount specified therein in the ^ ’ 
manner in which he would proceed to recover the amount 
specified in a certificate received from an Income-tax Officer 
in India, and shall remit- any sum so recovered by him to 
the Income-tax Officer in Pakistan, after deducting his ex- 
penses in connection with the recovery proceedings. 

16 — 1 Law Gom./58 
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be an assessee in. default for such, sum, and such sum shall 
be recoverable jrom him in the manner provided in sections 
230 to 240 [all sections, including sec: for interest, relat- 
ing to recovery] as if it were an arrear of tax. 

(4) The owner or charterer of every ship or aircraft, [Xew] 
which takes passengers on board on any port or place in 
India for any place outside India, shall, within one month 
from the departure of the ship or the aircraft from that port 

or place, furnish to the Commissioner having jurisdiction 
over the area in which that port or place is, situated, a list 
in the prescribed form showing the name and last known 
address in India of every person (other than members of 
the crew and the staff of the ship or aircraft) who travelled 
on the ship or aircraft and the particulars of the certificate 
or the exemption certificate presented by such person under 
this section. 

(5) No proceedings shall be commenced for enforcing [New] 
the liability under sub-section (2) after the expiry of two 
years from the date on which the list required to be filed 
under sub-section (4) is filed. 

( 6 ) The Central Government may make rules for regu- [s. 46 A ( 4 )] 
lating any matter necessary for, or incidental to, the pur- 
pose of carrying out the provisions of this section. 

Explanation . — For the purposes of this section, the ex- [s. 4 eA ( 2 ), 
pressions “owner” and “charterer” include any represen- Expl.] 
tative, agent or employee empowered 'by the owner or 
charterer to allow persons to travel by the ship or aircraft. 

Save in accordance with the provisions of section 183 Section 242 . 
[Section 42(1)] or 229(6) [second proviso to section 45], Period for 
nnd except as otherwise provided in section 241 (5) [new commencing 
suD-section in section 46 A. laying down a limit'" of 2 years], 
no proceedings for the recovery of any sum payable under ^ ® 
this Act shall be commenced after the expiration of one 
year from the last day of the financial year in which the 
demand is made, or, in the case of a person who is deemed 
to be an assessee in default under any provision of this 
Act, after the expiration of one year from the last day of 
the financial year in which the Income-tax Officer sends an 
intimation in writing to such person to the effect that he is 
deemed to be an assessee in default: 

Provided that the period of one year referred [s. 40 (7) ist 

to above shall be reckoned — Prov.] 

(i) where an assessee has been treated as not being 
in default under section 229(5) [Sec. 45, 1st proviso! 

as long as his appeal is undisposed of from 

the last day of the financial year in which the ap- 
peal is disposed of; 
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CHAPTER XIX 

TAX DEEMED TO HAVE BEEN PAID ON DIVIDENDS 

Tax deemed 
to have been 

(1) Any sum by which a dividend has been 

increased under section 59 [section 16(2), main para, latter ' 
half] shall he treated as a payment of income-tax (exclu- 

sive of super-tax) by the shareholder ; earlier 

and credit shall he given to him therefor on the produc- part] 
tion of the certificate furnished under section 167 [20], [s. i 8 ( 5 ), 

in the assessment, if any, made for the assessment year main para 
referred to in clause (b) of sub-section ( 2 ) ; 


Provided that, where such shareholder is a person [s. 18 15), 

whose income is included under the provisions of section Proviso, 
63 or 64 [clause (c) of sub-section (1) of section 16], section 
67 [S. 16(3)], section 96 [44D] or section 97 [44E] in the 
total income of another person, the payment shall be deem- 
ed to have been made by, and the credit shall be given to, 
such other person : 

Provided further that where any share in a company is 
owned jointly by two or more persons not constituting a 

partnership, the credit may be given to each such 

person in the same proportion in which the divi- 

dend on such share has been included in his total income: 

Provided further that where any share in a company is [Ncw] 
owned by two or more. persons constituting a partnership 
and the firm is a registered firm or an unregistered 
firm assessed under the provisions of section 190(b) [23(5) 
the credit may be given to each such person in the 
proportion in which the profits of the firm are shared by 
him. - 


(2) The provisions of sub-section* ( 1 ) shall not apply 
unless the following conditions are fulfilled : — 

(a) the company is assessed to income-tax [s. 498 (i), 

in India or elsewhere; and P^l 

(b) the dividend is included in the total income 

of the shareholder or other person to whom credit 
is to be given, as assessed for the assessment year 
immediately following the previous year of which 
the dividend is deemed to be the income. 

(3) For the purposes of sub-section ( 1 ), income-tax b- 493 ( 2)1 
shall be deemed to include agricultural income-tax as- 
sessed on a company by any State Government, and where 

any shareholder proves that the company has been so as- 
sessed to agricultural income-tax, he shall be entitled to 
the reduction from the tax payable by him imder this Act 
of a sum equal to — 
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(2) No such claim shall be allowed, un- [Cf. Rules 

less it is made within four years from the last day of the 3 ’371- 
assessment year in which the income in respect of 
the claim is made was assessable. 


Where, as a result of any order passed in appeal or - 3 ^^ 

other proceeding under this Act, refund of any amount be- etc. 
comes due to the assessee, the Income-tax Officer shall, _ , ,, 
except as otherwise provided in this Act, refund the amount 
without any application by the assessee. 

In a claim under this Chapter, it shall not be open to Q'^^ectne^'' 
the assessee to question the correctness of any assessment assessment 
or other matter decided which has become final and conclu- to be 

sive ......or ask for a review of the same, and tlte Questioned. 

assessee shall not be entitled to any relief on such claim [s. 48 ( 4 )] 
except refund of tax wrongly paid or paid in excess. 

If, within a period of three months from the date OTiSectmn 252 . 
which a claim for refund is made under this Chap^r,the 
Income-tax Officer does not pass an order thereon, the Cen- L ewj 
tral Government shall pay the claimant simple interest at 
the rate of two per cent, per annum on the amount directed 
to be refunded from the date on which the claim is made 
^to the date of the order directing the refund. 


Where under any of the provisions of this Act, a re- section 25 ^ 
fund is found to be due to any person, the In^me-tp Set off 
Officer, Appellate Assistant Commissioner or ‘^o^nmi^^ . ^ 
sioner, as the case may be, may, in lieu of payment 01 tne remaining 
refund, set off the amount to be refunded or any part or payable, 
that amount, against the tax, interest or penalty, if any, [s. ,^9 e] 
remaining payable by the person to whom the refund is due, 
after giving an intimation in writing to such person oj tne. 
action proposed to be taken under this section. 


CHAPTER XXI 
- APPEALS AND REVISION 
■ A. Appeals to the Appellate Assistant Commissioner. 

Any assessee aggrieved by any of the following 
of an Income-tax Officer may appeal to the Appellate Assis- 
tant Commissioner against such order Section 254 . 

(a) an order against the assessee, being a company. Appealable 

under section 113 [23A(1) main para, operative orders, 
nartl - t®- • 3° ^ ’ 

(b) an order of assessment under section 147 or 

sessee objects to the amount of income assessed, 
or to the amount of tax determined, or to the 
amount of loss computed, or to the status under 
which he is assessed; 

*As the section has been broken up into numerous been ^ il^i- 

vision has not been given for each clause, and minor verbal changes 
ciscd. 
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Clouse ^ 

Ic) an order under section 151 [27] refusing to 

reopen on assessment mace under section 148 
[23(4) mam para, part authorising best judgment 
assessment], 

(d) an order under section 161 or 162 [section 35], 
where the assessee objects to the amendment made 
or refused thereunder, 

(e) an order adverse to the assessee, where the assesses 
denies his habihty to be assesi>ed under this Act, 

(f) an order under section 180(2) or 180(3) [section 
26(2) Proviso], 

(g) an order under section 181 [2oA], 

(h) an order refusing to register a firm under section 
192{l)(b) (section in the Chapter on Finns relatmg 
to refusal of registration because there was oo 
genume firm m existence m the previous >ear] or 
under section 192(6} (section 23(4) mam para, 
latter part relating to refusal to register a firm 
because of failure to file return etc. leading to best 
judgment assessment], 

(i) an order cancelling the registration of a firm under 
section 19j(l) [section m toe Cliapter on Firms au* 
thorising cancellation of registration because there 
was no genume firm] or under section 193(2) [see* 
tion in the Chapter on Firms corresponding to 
section 23(4) mam para, part, authorismg can- 
cellation on such failure as leads to best jud^ent 
assessment], 

(j) an order letn/ing interest under section 224[18A(7)], 

(k) an order under section 229(5) [s 45 1st Prov], 

(l) an order under section 233(2) [new section re 
withdrawal of certificate], 

(m) an order under section 247 [48(1)], 

(n) an order :mpo«iio penalty under — 

(i) section 279 (44E{6)], or 

(ii) section 280 [28(1) & (2)], or 
(m) section 281 [25(2) latter part], or 
(iv) section 282 [18A(9)] 
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Explanation. — For the purposes of clause (b) an objec- 
tion to any interest charged under section 223 [18A(6)] or 
section 225 [18A(8)] shaU be treated as an objection to the 
amount of income assessed. 

Where the partners of a firm are individually Section 255. 

assessable on their shares in the total income of the firm, Appeal by 
any such partner may appeal to the Appellate Assistant partner. 
Commissioner against any order of an Income-tax Officer [s. 30 (i) 

determining the amount of the total income or the loss of 2nd Prov.] 
the firm or the apportionment thereof between the several 

partners, but he cannot agitate^ such matters in 

any appeal preferred against an order of assessment deter- 
mining his own total income or loss. 

Any person having in accordance with the provisions of Section 256. 
sectioh 208 [ub-section ( 6 ) of section 18] read with Appeal by 
section 208 [sub-section ( 6 ) of section 18] deducted and J^^^^abdlry 
paid tax in respect of any sum chargeable under this Act to deduct 
other than interest, who denies his liability to make such tax. 
deduction may appeal to the Appellate Assistant Commis- 
sioner to be declared not liable to make such deduction. ^ ^ ^ 

( 1 ) The appeal shall be in the prescribed form and shall Section 257. 

be verified in the nrescribed manner. Form of ap- 

peal and 
limitation. 

( 2 ) The appeal shall ordinarily be presented within 3° (s)] 

thirty days of the following date, that is to say, — part/° 

lal where the appeal relates to any tax deducted under 
section 204(1) [18(3B)], the date of payment of the 
tax, or 

lb) where the appeal relates to any assessment, interest 
or penalty, the date of receipt of the notice of de- 
mand relating to the assessment, interest or pen- 
alty, or 

(c) in any other case, the date on which intimation of 
the order sought to be appealed against is received 


(3) .- The Appellate Assistant Commissioner, may [s. 30 (q), 

admit an appeal after the expiration of the said period if 
he is satisfied that the appellant had sufficient cause for 
not presenting it within that period. 

( 1 ) The Appellate Assistant Commissioner shall fix a Section 258 . 
day and place for the hearing of the appeal, and shall give 

notice of .the same to the appellant and to the Income-tax , 

Officer against whose order the appeal is preferred. . k’riierpay’ 

(2) The following shall have the right to be heard at [s. 31 ( 3 ) 

the hearing of the appeal — Prov.] 

(a) the appellant either in person or by an authorised 
representativ e; 



Clauses 258-259 


(b) the Income tax Officer, either in person or by a 
representative 

r, ,, (,) (3) The Appellate Assistant Commissioner shall have 

i*«er part] ffte power to adjourn the hearing of the appeal 

from time to time 

fs 11 (all (4) The Appellate Assistant Commissioner may, before 
^ ' disposing of any appeal, make such further inquiry as he 

thinks fit, or may direct the Income tor Ofiicer to make fur- 
ther enquiry and report the result of the same to the Ap 
pellate Assistant Commissioner 

b 31 (sA» (5) The Appellate Assistant Commissioner may, at the 
hearing of an appeal, allow the appellant to go into any 
ground of appeal not specified m the grounds of appeal, it 
the Appellate Assistant Commissioner is satisfied that the 
omission of that ground from the form of appeal was not 
V ilful or unreasonable 


(6) The order of the Appellole Assistont Commissioner 
disposiJip of the appeal shall be tn vmting and shall state 
the points jor determmotion, the decision thereon and the 
reasons for the decision, ond the relief, tf any, to which the 
appellant is entitled 

(7) On the dtsposol of the oppeol, the Appellate Assis- 
tant Commissioner shall communicate the order 

passed by him to the assessee and to the Commissioner 


Seeioa 9j9 (1) In disposing of an appeal, the Appellate Assistant 

Towen d >he Commissioner shall haoe the jolloioirip pouiers— 

AppellaieAj , . , , . 

(a) tn on appeal agoinst an order of assessment, he may 
confirm reduce, enhance or annul the assessment , 
or he may set aside the assessment and refer 
the case back to the Income tax Officer for making 
o fresh usscssmentinoccordancctmththedirections 
given by the Appellate Assistant Commissioner 
ond after making such further enquiry as may be 
necessary and the Income-tax Officer shall there- 
upon proceed to make such fresh assessment and 
, determine where necessary, the amount of tax 
payable on the basis of such fresh assessment, 

(fa) in on aj^col ogmnst an order imposing a penalty 
he may confirm or cancel such order or vary it so 
as either to enhance or to reduce the penalty, 

(c) m any other cose, he may pass such orders in the 
appeal as he thinks fit 


t Com 

ertnsfncT 
C» 3U3) 

S' 

t* 3 '(3) 

cf 


Cl (01 


t> 31 l3) 

(hll 

fj 3,(5) „t (2) The Appellate Assistant Commissioner shall 

Prcrt ) not enhance an assesanent or a penalty unless the appellant 
has had a reasonable opportunity of showing cause against 
such enhancement 
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Clauses 259-261 

Explanation. — In disposing of an appeal, the Appellate [New] 
Assistant Commissioner may consider and decide any mat- 
ter determined by the Income-tax Officer in the course of 
the proceedings in ivhich the order appealed against was 
passed, notwithstanding that such matter was not raised 
before the Appellate Assistant Commissioner by the appel- 
lant. 


B — Appeals to the High Court. 

(1) Subject to the provisions of sub-section (3), any Section 260 . 

assessee aggrieved by any of the following orders may Appeaiable- 
appeal to the High Court against such order — orders. 

[s- 33(0’ 

(a) an order passed by an Appellate Assistant Commis- , 

sioner under section 280 [28(1) and nartl 

(2)]; , . J 

(b) an order passed by an Appellate Assistant Commis- fs. 33(1), 
sioner under section 259 [31(3) embodied in sec-P^^'O 

tion dealing with powers of Appellate Assistant 
Commissioner] ; 

(c) any order passed by the Appellate Assistant Com- [New] 
missioner rejecting or dismissing an appeal without 

a decision on the merits; 

(d) an order passed by the Commissioner under [s. 338(3), 

section 271(1) [S. 33B(1)]. part] 

( 2 ) Subject to the provisions of sub-section (3), the [s. 33(2), ear- 
Commissioner may, if he objects to any order passed by an Her part] 
Appellate Assistant Commissioner under section 259 [31 

(3) as embodied in section for powers of Appellate Assis- 
tant Commissioner], appeal to the High Court against such 
order 

(3) Where the amount or value of the subject matter [New] 
in dispute in appeal to the High Court is rupees seven 
thousand jive hundred or more, an appeal shall lie under 
this section both on a question of fact and on a question 

of law; but where the amount or value of the subject mat- 
ter in dispute in such appeal is below rupees seven thousand 
five hundred, the appeal shall lie only on a question of 
law. . ' 


(1) The appeal to the High Court shall be filed within Section 261. 

sixty days of the date on which the order sought to be Limitat on. 
appealed against is communicated to the assessee or to the [s. 33(t)- 

Commissioner, as the case may be. part, s- 33(2), 

^ latter part, 

s- 338(3), 

part and s.6S 

. (1) man 

para, part] 

(2) The High Court may admit an appeal after the ex- j-j 33 ( 2 A) 
piry of the sixty days referred to in sub-section (1) if it ^d s.66(7A)] 
is satisfied that there was sufficient cause for not presenting 

it within that period. 
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Section 262 The appeal to the High Court shall be in such form 
Fora of »p antj shall be verified m such manner as may be prescnbed 
wd ** ^33B Suprerne Court by rules made under this Chapter 

Subject to such rules os may be made by the Supreme 
I’QWCT* and Court in thw behalf, the powers to he exerased and the 

r ^'^, procedure to be followed by the High Court tn respect of 
66(5), QppgQij tinder this Chapter shall be the some os those appU- 
cable tn respect of appeals to the High Court against the 
original decrees of courts subordinate to it 

Secfoa 261 (11 appeal shall be heard by a Bench of not 

He»r Rg by less than two Judges of the High Court and shall be dead- 
Bencb. ed ID accordance with the opmion of such Judges or of 
majority, if any, of such Judges 

[» 66A(j) (2) Where there IS no such majority, the Judges 

Prov] shall state the point upon which they differ, and the 

case shall then be heard upon that point only by one or 
more of the other Judges of the High Court and such 
point shall be decided according to the opmion of the 
majority of the Judges who have heard the case including 
thosp who first beard it 

SectoB efis. A copy of the judgment of the High Court shall be 
Commissioner to the vlppellate /Issutont Com* 
ia»ppeJ” missioner ond to the ossessee end the Commissioner shall 
Ii w(5). cause such steps to be tafcen os may be necessary to give 
pMtl effect thereto 

Seel on 366, The Costs of the oppeol shall be in the discre* 

Cenu tion of the High Court 

Oo(j}] 

Sectoa 2S7 (1) Hotunthstanding chat an appeal has been preferred 

Refund com- under this Chapter to the High Court the refund if any 
»OTcU ** assessee shall be made, unless the High Court 

mahes an order authorising the postponement of the pay- 
ment of the refund until disposal of the appeal 

(t 66^7), (2) If, os o result 0/ the oppeal to the High Court, the 

Pnjw>i amount of an assessment is rHuced , the amount 

over paid shall be refunded with such interest as tht' Hioh 
Court moy Jia: unless the High Court on intimation given 
by the Commi;Kioner within thirty days of the receipt of 
the result of such appeal that he intends to ask for leave 
to appeal to the Supreme Court, makes an order authorismp 
the Commissioner to postpone payment of such refund 
until the disposal of the appeal by the Supreme Court or 
the rejection of the application for Icaue to appeal, os the 
case may be 


SectwQ 269 
Vpfalable 

jud^tTif 


C— j4ppeoI* to the Supreme Court 
An appeal shall lie to the Supreme Court from an\ 
judgment of the High Court delivered on an ajjpcal prefe’’- 
red under section 260 tK(J) main para, part embodied m 
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section for appealable order] in any case which the High [s. 66A(2)] 
Court certifies to be a fit one for appeal to the Supreme 
Court. 

( 1 ) The provisions of the Code of Civil Procedure, 1908 , Section 269. 

relating to appeals to the Supreme Court shall, so far as H e a r i n g 
may be, apply in the case of appeals under section 268 Su- 

[S. 66A(2)] in the like manner as they apply in the case 

of appeals from decrees of a High Court: [s. 66A(3), 

Provided that nothing in this section shall be deemed 6 ^A( 3 ), 
to affect the provisions of section 263 or 265 [S. 66(5)] or ist Prov! 
section 273 [66(7), main para]. 

(2) The costs of the appeal shall he in the discretion [New] 
of the Supreme Court. 

(3) Where the judgment of the High Court is varied [s. 66A(4)-] 

or reversed in the appeal, effect shall be given to 

the order of the Supreme Court in the manner provided 
in section 265 [S. 66 , sub-section (5)] and section 267 [S. 

66(7) Prov.] in the case of a judgment of the High Court. 

D — Appeah to the Central Board of Revenue. 

( 1 ) Any employer objecting to an order of the Com- Section 270. 
missioner refusing to recognise or an order withdrawing Appeals to 
recognition from a provident fund may appeal to the Cen- 

tral Board of Revenue in accordance with the provisions of venue. 
section 301 [58B(4)]. [New] 

(2) Any person in respect of whom a direction disquali- 
fying him for representing an assessee is made under section 
324(4) [S. 6l(3), main para, latter half] may appeal to the 
Central Board of Revenue in accordance with the provi- 
sions of section 324(4), Proviso [S. 61(3), Prov. (b)]. 

E — Revision by the Commissioner. 

( 1 ) The Commissioner may call for and examine the Section 271. 
record of any proceeding rmder this Act, and if he con- 

siders that any order passed therein by the Income-tax Offi- 
cer is erroneous in so far as it is prejudicial to the interests venue, 
of the revenue, he may, after giving the assessee an oppor- [s. 333 ( 1 )] 
tunity of being heard and after making or causing to be 
made such inquiry as he deems necessary, pass such order 
thereon as the circumstances of the case justify, including 
an order enhancing or modifying the assessment, or can- 
celling the assessment and directing a fresh assessment. 

(2) No order shall be made under sub-section (1) — 

(a) to revise an order of re-assessment made under [s. 333 ( 2 )] 
the provisions of section 152 [34(1), (a) (b) power 

to reopen], or 

(b) after the expiry of two years from the date of the 
order sought to be revised. 
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Clatue 272 

bection 272 (1) In tfic case 0 / any order other than an order to 

Revision of lyjjich section 271 [33B(1) and (2)] applies passed by an 
other Olden authontif subordinate to Ii»m, the Commissioner may, 
rL n ^^para either of his owfi motion or on an application by the asscssee 
* 33 A{s), jor revision, call for the record of any proceeding 

main para, under this Act in which any such order has been passed 
, and may make such inquiry or cause such inquiry 
to be made and, subject to the provisions of this Act may 
pass sjch order thereon, not being an order prejudicial to 
the assessee, as he tiunlu ht 

(2) Where an application for rcutston lOOs made by the 
assesses, he shall be yiucfi an opportunity 0 / being heard 
before the application w disposed of 

^ov Commissioner shall not of hts oion motion re- 

^ ^ vise any order UQder this section if the order hai 

been made more than one year previously 

main opplicotion for Tcvtsion undcr this 

pwi] ^ ’ faction by the assessee, the application must be made with 
in one year from the date on tohich the order in question 
toas communicated to him or on tohich he othenoise came 
to Jenojo of it, whichever ts earlier 

Provided that the Commissioner may, tf he ts satisfied 
that the assessee was prevented by sufficient cause front 
making the application wilhm that period, admit on epph* 
cation made after the expiry of that period 

(5) The Commissioner shall not revise any order under 
this section in the followiny cases— 

(a) where an appeal against the order lies to the 

Appellate Assistant Commissioner but has 

not been made and the time within which such 
appeal may be made has not expired , 

(b) where an appeal acratnst the order lies to the High 
Court but has not been made, and neither the time 
unthin uihich such oppeal may be made has expired 
nor the assessee has waived his right of appeal , 

(c) where the order is pending on an appeal before the 

Appellate Assistant Commissioner , 

(d) lohere the orde** has been made the subject of an 
appeal to the High Court, and the appeal ts pend 
ing or has been disposed oj on the merits 

( 6 ) Every application by an assessee for revision under 

this section shall be accompanied by a tee of twenty fiie 
rupees '' 


33 A ( 1 ), 
Prov (a) Part, 
and*33A(2), 
lit PtQv (a), 
Part] 

^ 33A(0 

Ptov (a) part, 
and s 33A(2), 
151 Pw (a) 
part] 

L* 33AC1) 
Prov (b) pact 
andj.33Af2) 
Jjtl’rov (b)] 
f» 33A(0 

Prov (b) Part 
and* t3A(aJ 
mirov (0)1 
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Explanation A. — An order by the Commissioner declin- [s.33A(2)2nd 
ing to interfere shall, /or the purposes of this section, be 
deemed not to be an order prejudicial to the assessee. 

Explanation 2 . — For the purf)oses of this section, the [s. 33A(2), 

Appellate Assistant Commissioner shall be deemed to be Expi.] 
an authority subordinate to the Commissioner, 

F— General 

Notwithstanding that an appeal has been preferred no'kvith- 
under this Chapter to the High Court or to the Supreme standing app- 
Court, tax shall be payable in accordance with the assess- eals. 
tnent made in the case, unless the High Court or the [s C6(7),main 
Supreme Court, as the case may be, grants stay of the gsA/ql^'^st * 
collection of the tax pending the disposal of the appeal. Frb%^o,part] 

Section 274. 

The High Court may, on petition made for the Execution for 

execution of the order of the Supreme Court in respect of ^sisawarded 
any costs awarded thereby, transmit the order for execu- ^^rt 
lion to any court subordinate to the High Court. [s.C6A(2),2nd 

J roviso.] 

Where as the result of an appeal to the Appellate Section 275. 
Assistant Commissioner, the High Court or the Supreme ^^mcndmcnt 

Court — of assessment 

on appeal. 

(a) any change is made in the assessment of a firm or [5.31(4) and 
an association of persons or a new assessment of 33(5), modi- 
a firm or an association of persons is order- ^"^1 

ed to be made, or 

(b) any alteration in any assessment has to be made, 

the Income-tax Officer shall, whether or not a direc- 
tion is given by the appellate authority, make an amend- 
ment of the assessment so as to carry out the order of the 
appellate authority, including, where necessary, an amend- 
ment of any assessment made on any partner of the firm 
or any member of the association. 

In computing the period of limitation prescribed for Section 276 

an appeal or an application under this Act, the Exclusion of 

day on which the order complained of was made, and, i/ time taken for 
the assessee was not furnished a copy of the order when ‘^°py- 
the notice of the order was served upon him, the time [s- 67A] 
requisite for obtaining a- copy of .such order, shall be ex- 
cluded. 

The Supreme Cowrt may make rules, not inconsistent Section 277. 
with the provisions of this Act, on all or any of the follow- f'upreme 
ing matters, namely — Court. 

(a) the powers to be exercised and the procedure to INewJ 
be followed in appeals to the High Court under 
this Chapter ; 

(b) any other matter which is to be or may be pres- 
cribed by the Supreme Court under this Chanter. 
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INew] 


Section =.73 In this Chapter.- 

ca, courf^eans.- ^ 

(1) m relation to any State, the B 

(■4“Sariiad«h!’rrHSh^^^^^^ 

“ar’a»wVrn”da!X‘’H,Bh Court a. 
Calcutta , and 

Court of Kerala ; 

(b) ' itatus" means Ihe^ Ftnanec Ac* 

r^.rca“br/a«rf J “»•"** - 

unditiided faindy” and so on 

CHAPTER XXIl 

PENALTIES IMPOSABLEBVINCOM^TAX 

II any person without reasonable 

HF sr^ScTtS 

i;,,=rffl’' tadure continues ^ 

s«i»n =80 (11 If the Income-tan 0®"rmim?o* any'^proceedings 

Concealment Commissioner , m we -grson— 

of income under this Act is satisfied that any pe 

or improper l aVo 

distribution failed to fumish tne 

of profits etc (g-j j^gs Without reasoriable ^ j^e was required 

return of his total 143 ( 1 ) [ 22 ( 1)1 or 

to furnidi under sect [sub-section 

by notice given under sec 134 ( 1 ) (a) (b)l or 

SllmS by seS STl) pl Wl “ 
as the case may be, or 


I> 28(0" 
para] 



251 


Clause 280 

(b) has without reasonable cause failed to comply with 
a notice under section 146 (1) [sub-section (4) of 
section 221 or section 147 (2) [sub-section (2) of 
section 23], or 

(c) has concealed the particulars of his income or deli- 
berately furnished inaccurate particulars of such 
income, 

he may direct that such person shall pay by way of 

penalty, — 

(1) in the case referred to in clause (a), in addition to 

the amount of the tax. if any, payable by him. a 
sum not exceeding one and a half times that am- 
ount. and 

(ii) in the cases referred to in clauses (b) and (c), in 
addition to any tax payable by him, a sum not 
exceeding one and a half times the amount of the 
tax. if any, which Would have been avoided if the 
income as returned by such person had been accept- 
ed as the correct income. 

(2) AVhen the person liable to penalty is a registered [ 5 , 28 ( 1 ), Prov, 
firm or an unregistered firm which has been assessed under (d)] 
section 190 (b) [23 (5) (b)], then, notwithstanding anything 
contained in the other pro.'isions of this Act, the penalty 
imposable under sub-section ( 1 ) shall be a sum not 
exceeding — 

(i) in the case rejerred to in clause (a) of sub-section 
( 1 ), otie and a half times the amount of the tax 

payable by an unregistered firm on an 

income equal to the firm’s total income, and 

(ii) in the cases referred to in clauses (b) and (c) of 

sub-section ( 1 ), one^ and a half times the 

difference between the amount of the tax 

payable by an unregistered firm on an income equal 
to the firm’s total income and the amount of the 

tax payable by an unregistered firm on an 

income equal to the income of the firm as actually 
returned by it. 

(3) (a) No penalty for failure to furnish the return' [3.28(1), Prov. 

of his total income under section 143 (1) [22 (1)] shall be (a)3 
imposed under sub-section ( 1) on an. assessee whose total 

income does not exceed the maximum amount not charge- 
able to tax in his case by one thousand five hundred rupees. 

(b) Where a person has failed to comply with a notice [ 5 . 28 ( 1 ), 
under section 143 (2) [sub-section (2) of section 22] or jW.(b)] 
section 154 [section 34 (1) (a) (b)] and proves that he has 
no income liable to tax, the penalty imposable under sub- 
section ( 1 ) shall not exceed twenty-five rupees. 

17—1 Law Com./58 
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Is. 2B{0 ,Pjw. (c) No penalty shall be imposed under sub-section (1^ 
(e)l upon any person assessable under section 169 (1) (i) read 

with section 170 [42 (1) mam para, latter half, part regard- 
ing liability of agent to be assessed as representing non- 
resident] as the agent of a non-resident for failure to fur- 
nish the return under section 143 (1> [22(1)] 

[j 28(2)1 (4) If the Income-tax Officer, or the Appellate Assistant 

Commissioner, in the course of any proceedings 

under this Act, is satisfied that the profits of a registered 
firm have been distributed otherwise than m accordance 
with the shares of the partners as shoum in the instrument 
of partnership on the basts of uihtch the finn hos been 
registered under this Act and that any partner has 

thereby returned his income below its real amount he 
may direct that such partner shall, in addition to the tor 
if any, payable by him, pay by way of penalty a sum not 
exceeding one and a half times the amount of tax which 
has been avoided, or would have been avoided if the in- 
come returned bv such partner had been accepted as hi« 
correct income , and no refund or other adjustment shall be 
claimable by any other partner by reason of such direc- 
tions 

SwiKwi aSc Where any person fails to give the notice of 

Failure to discontinuance of hts business, pro/cssion or vocation 
«ye notice of quired by section 185(3) (25(2) earlier half], the Income- 
^jojauouaa tax officer may direct that a sum shall be recovered from 
... him by way of penalty not exceeding the amount of tax 
letter subsequently assessed on him m respect of any income 
of the business, profession or vocation up to the 
date of its discontinuance 

Section aSa If the Income-tax Officer, in the course of any prn- 
F»iie eitiToa- ceedings m connection wtih the regular assessment, is 
le ot or failure Satisfied that any assesse — 

to pay sdva 

(a) has furnished under section 220 [subsection (2) 

r’ or subsection (3) of section 18A] an estimate of 

the adoonce tax payable by him which he knew 
or had reason to believe to be untrile, or 

(b) has without reasonable cause failed to furnish an 
estimate of the advance tax poyoble by him m 
accordance loith t?ie prootstons of section 220 (3> 
[sub-section (3) of section IBA], 

he may direct that such person shall tn addition to the 
amount of tax, tf a«v» poycble by him, pay by way of 
penalty a sum not exceeding — 

n »8A(9), (i) jiY the case referred to in clause (a), one 

^ and a half tunes the amount by which the tax 

actually paid durmg the financial year immediately 
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preceding the assessment year, under the provi- 
sions of sections 215 to 228 [s. 18A] falls short of — 

(1) eighty per cent, of the tax regularly assessed, 
as modified under the provisions of section 223 
[18A (B)], or 

(2) where a notice under section 218 [18A (1) (a), 
main para, part as embodied in section regard- 
ing order of Income-tax Officer] was issued to 
the assessee, the amount payable thereunder, 

whichever is the less; and 

(ii) in the. case referred to in clause (bl, one and a half 
times the amount on which interest is payable 
under section 223 [s. 18A(6)]. 

(1) No order imposing a penalty tinder this Chapter sect on 283 

shall be made unless the assessee or The partner Procedure 

or the other person on whom the penalty is sought to be [s. 28(3)] 
imposed, as the case may be, has been heard, or has been 

given a reasonable opportunity of being heard. 

(2) The Income-tax Officer shall not impose any penalty [s. 28(6)] 
under section 280 [s. 28(1) or (2)] or section 282 [18A(9)] 
without the previous approval of the Inspecting Assistant 
Commissioner. 

(3) An Appellate Assistant Commissioner, on making 1-5 gg/-)-! 
an order under section 280 [28(1) or (2)], shall forthwith ^ 
send a copy of the same to the Income-tax Officer. 

No prosecution for an offence against this Act shall be Section 284 
instituted in respect of the same facts on which a penaltv B^r against 
has been imposed under this Chapter. prosecution. 

. ^ [s- 28(4)] 

CHAPTER XXIII 


OFFENCES AND PROSECUTIONS 
If a person fails without reasonable cause or excuse — 

(a) to grant inspection or allow copies to be taken in 
accordance with the provisions of section 139 [39] ; 

(b) to furnish in due time any of the returns mentioned 
in section 166(4) [Section 19A], 166(1) [section 
20A], 166(2) [section 21] 143(2) [sub-section (2) of 
section 22] or 138 [section 38]; 


Section 285 
Failure to 
make pay- 
ments or deli- 
ver returns 
or siateraents 
or al'otv ins- 
penion. 

[s. 51, open- 
inglines] 

[s- 51(e)] . 

U- 51(e)] 


(c) to produce, or cause to be produced, on or before [s. 51(d)] 
the date mentioned in any notice under section 
146(1) [Sub-section (4) of section 22] such accounts 
and documents as are referred to in the notice; 
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l» 5t(b)] 


(d) to deduce and pay tax as required by sections 201 
to 204 [all sections embodying section 18J or under 
section 235(2) [Subsection (5) of section 46], or 

(e) to furnish a certificate required by section 211 [sub 
section (9) of section 18} or by section 167 [section 
20] to be furnished, 

he shall, on conviction before a Magistrate, be punishable 
with fine ^\hlch may extend to ten rupees for every day 
during which the default continues. 


Seel On 265 If a person makes a statement m any % enfication tinder 
menV'*'m which IS false, and which he either knows or be- 

^latauon heves to be false, or does not believe to be true, he shall 
Fj .j, , on conviction before a Magistrate be punishable 

^ with simple imprisonment which may extend to six months, 
or with fine which may extend to one thousand rupees, or 
with both 


^»««s 87 (1) A person shall not be proceeded against for an 

offence under section 285 (51} or section 286 [52] except at 
aceorin'pet instance of the Inspecting Assistant Commissioner 

tmg A» Slant 

ae, (2) The Ins^tmg Assistant Commissioner may either 

r» Sit before or after the institution of proceedings compound any 
such offence 


Stetton «8S 
t> SClOSUK of 
patuculan by 
public lerva 


(1) If a public senjcrtt discloses any particulars the dis- 
closure 0/ which is prohibited bo section 141(2) [S 54(2), 
earlier part, as Incorporated m Chapter on Income-tax Au- 
thorities], he shall, on comnction before a Magistrate, be 
punishable with imprisonment which may extend to six 
months, and shall also be liable to fine 


C* 54(5)] (2) No prosecution shall be instituted under this sec- 

tion except with the previous sanction of the Commissioner 


CHAPTER XXIV 


RECOGNISED PROVIDENT FUNDS 

I 

Recognition 


Section 269 

Acewdiuj & 
Withdraw^ 
of recogni 

h 58B(0) 


(1) The Commissioner may accord recognition 

to any provident fund which in his opinion satisfies the 
conditions prescribed m section 290 [58C embodied in sec- 
tion for conditions] and the rules made thereunder, and 
may, at any time, withdraw such recognition if, in his opi- 
nion the provident fund contravenes any of those con- 
ditions 
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Provided that the Commissioner may , — 

(a) subject to such conditions, if any, as he may con- 
sider necessary, accord recognition to any provi- 
dent fund maintained by an enterprise which has 
been exempted from any or all of the provisions 
of any scheme framed under the Employees’ Pro- 
vident Funds Act, 1952, notwithstanding that any j 9 .ori 952 . 
of the conditions mentioned in section 290 [58C 
embodied in section regarding conditions] are not 
satisfied ; and 

(b) withdraw such recognition if, in his opinion, the 
provident fund contravenes any of the conditions 
subject to which recognition was accorded by him, 

(2) An order according recognition shall take effect [s. 586 ( 2 ).] 
on such date as the Commissioner'' may fix in accordance 

•with any rules the Central Board of Revenue may make 
in this behalf, such date not being later than the last day 
of the financial year in which the order is made. 

(3) An order withdrawing recognition shall take effect [s. 586 ( 3 ).] 
from the date on which it is made. 

( 4 ) An order according recognition to a provident [s.586 (3A)] 
fund shall not, unless the Commissioner otherwise directs, 

be affected by the fact that the fund is subsequently amal- 
gamated with another provident fund on the occurrence of 
an amalgamation of the undertakings in connection with 
which the two funds are maintained, or that it subsequent- 
ly absorbs the whole or a part of another provident fund 
belonging to an undertaking which is wholly or. in part 
transferred to or merged in the undertaking of the em- 
ployer maintaining the first mentioned fund. 


In order that a provident fund may receive and' retain 
recognition, it shall, subject to the provisions of section 
291 [s. 58C(1) Provisos to els. (a), (b), (d). 58J(4), 58(Dk 
58(C) (1) (g) latter part], satisfy the conditions set out 
below and any other conditions v/hich the Central Govern- 
ment may, by rules, prescribe — 


'’(a) All employees shall be employed in India, or shall 
be employed by an employer whose principal 


place of business is in India. 


Section 290 
Conditions to 
be satisfied 
by recognised 
Proviaent 
Funds. 

[s. 58G(i) 

opening 

lines]. 

[s. 58 C(i) 

(a), main 
para.] 


(b) The contributions of an employee in any year [s. 580 ( 1 )’ 
shall be a definite proportion of his salary for that (b). mam 
year, and shall be deducted by the employer from para.] 
the employee’s salary in that proportion, at each 
periodical payment of such salary in that year, 
and credited to the employee’s individual account 
in the fund. 
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I> 58C(0 

(c)] 


t« sscco 

(d) ma n 
paral 


(c) Tile contnbutions of an employer to the in- 
dividual account of an employee in any year shall 
not exceed the amount of the contributions of the 
employee m that year, and shall be credited to 
the employee’s individual account at intervals not 
exceeding one year 

(d) The fund shall consist of contributions as above 
specified and of donations, if any, received by the 
trustees, of accumulations thereof, and of interest 
(simple and compound), credited in respect of such 
contributions, donations and accumulations, and 
of securities purchased therewith and of any ca- 
pital gams arising from the sale, exchange or 
transfer of capital assets of the fund, and of no 
other sums 


(e) The fund shall he vested m two or more trustees 
or m the Official Trustee under a trust which shall 
not be revocable save with the consent of all the 
beneficiaries 

(f) The employer shall not be entiDeiJ to rccoier any 
sum whatsoever from the fund save in cases 
where the employee is dismissed for misconduct 
or voluntarily leaves his employment otherwise 
than on account of til health or other unavoidable 
cause before the expiration of the term of service 
specified m this behalf m the regulations of the 
fund 

In such cases the recoveries made by the employer 
. shall be limited to the comnbutions made by him to the 
individual account of the employee, and to interest (sim- 
ple and compound) credited m respect of such contribu- 
tions and accumulations thereof, m accordance with the 
regulations of the fund. 

r> 56C(i) (g) The accumulated balance due to an employee shall 

1 payable on the day he ceases to be an employee, 

^ of the employer maintaining the fund 

(» 58G(i) (h) Save as provided m clause (g)> or m accordance 

^**^1 with such conditions and restnclions as the Cen- 

tral Government may, by rules prescribe, no por- 
tion of the balance to the credit of an employee 
shall be payable to him 

Section agt (1) ffotmithstanding anything contmned m section 
(a) roam para] the Commissioner may, if 
(» 58 c (:) thinks fit, and subject to such conditions, if any, as he 
Piov 1 thinks proper to attach to the recognition, accord recogni- 
tion to a fund mamtained by an employer whose principal 


jiSW (I) 
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place of business is not in India, provided the proportion 

of employees employed outside India does not 

exceed ten per cent. 

( 2 ) Notwithstanding anything contained in section [s- ^ 58 G(i) 
290(b) [58C(1) (b) main para], an employee who retains "rovisoj. 
his employment while serving in the armed forces of the 

Union or when taken into or employed in the national ser- 
vice under any law for the time being in force, may, whe- 
ther he receives from the employer any salary or not, con- 
tribute to the fund during his service in the armed forces 
of the Union or while so taken into or employed in the 
national service a sum not exceeding the amount he would 
have contributed had he continued to serve the employer. 

(3) Notwithstanding anything contained in section r,. rfiCfil 

290(d) [58C(l)(d) main para] or section 290(g) [58C(1) (g), ^latter 
(g), earlier part], — part.] 

(a) at the request made in writing by the em- 

ployee who ceases to be an employee of the em- 
ployer maintaining the fund, the trustees of the 
fund may consent to retain the whole or any part 
of the accumulated balance due to the employee 
to be drawn by him at any time on demand ; 

(b) where the accumulated balance due to an employee ijscfi) 

who has ceased to be an employee is retained in proviso.] 
the fund in accordance with clause (a) of this sub- 
section, the fund may consist also of the accumu- 
lated balance due to the employee and of 

interest (simple and compound) in respect thereof 


(4) Subject to any rules which the Central Govern- [j. jbd.] 
ment may make in this behalf, the Commissioner may, in 
respect of any particular fund, relax the provisions of sec- 
tion 290(c) [58C (1) (c)]— 

(a) so as to permit the payment of larger contribu- 
tions by an employer to the individual accounts 
of employees whose salary does not exceed five 

• ‘ hundred rupees per mensem ; and 

(b) so as to permit the crediting by employers to the 
individual accounts of employees of periodical 
bonuses or other contributions of a contingent 
nature, where the calculation and payment of such 
bonuses or other contributions is provided for on 
definite principles by the regulations of the fund. 

(5) Notwithstanding anything contained in section 290 [s. 58 j( 4 ).] 

(h) [58C(l)(h)], in order to enable an employee to 

pay the amount of tax assessed on his 'total income as de- 
termined under section 299(3) [58J(3)], be shall be enti- 
tled to withdraw from the balance to his credit in the 
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recognised provident fund a sum rot exceeding the dif- 
ference between such amount and the amount to uhich 
he would have been assessed if the transferred balance 
referred to in section 299(3) (s 68J(3)} had not been in- 
cluded in his total income 


Sect on 292 
Repugnancy 
lare^a 

l» o8GC») 1 


Where there is a repugnance between any regulation 
of a recognised provident fund and any provision of this 
Chanter or of the rules made thereunder, the regulation 
shall, to the extent of the repugnance, be of no effect 

The Commissioner may, at any time, require that such 
repugnance shall be removed from the regulations of the 
fund 


Treatment 0 / contributions ond balances 


Sect on 993 juTTfi 5 y an employer by toay 0 / contribution 

Tjoplow* toaards a recognised prouident /und shoU be deducted in 
computing hvs income for the purpose of assessment. 

deducted in 


aMCM nj h s 


tN«w] That portion of the annual accretion m any premous 

Sec* on 894 ^0 the balance at the credit of an empIo>ee parties 

Employer* pating in a recognised proiident fund as consists of— 

(a) contributions made by the employer in excess of 
ten per cent of the salary of the emplojee, and 
v?h«fl deemed (b) interest credited on the balance to the credit of 

wevrf'^bv employee in so far as it exceeds one-lhird of 

employee ^ the salary of the employee or is allow ed at a rate 

{» aSE.) exceeding the rate fixed by the Central Govern* 

ment in this behalf by noUlication in the Official 
Gazette. 


shall be deemed to have been received by the employee 
in that prerious year and shall be included in his total 
income for that previous year, and shall be liable to in- 
come tax and super-tax 

Sect 01 •’9 > An employee participating m a recognised provident 
Empoyee* fund sfioU be entitled to o deduction from the amount of 
on bis total income lotth which he ts chargeable 
tor ^ assessment year, of an amount equal to the income- 

p 58F j ttsx calculoted at the average rote of mcome-toi on his own 
contributions to his individual account in the fund in the 
preoipus j/ear, m so far as the aggregate of such contribu- 
tions does not exceed one-fifth of his salary m that pre- 
vious year or eight thousand rupees, whichever is less 
Sect on 29-5 The acCTimulatcd balance due and becoming pay- 

Ac utnuU td to an employee participating in a recognised provident 
baan-eEx fund shall be excluded from the computation of his total 
elusion rroTO income — 
total income 


[» s5G (1 ) 
and s 7(1), 

Expi 2 , pro- (i) if he hos rendered continuous service ivith his em- 
V so part) ployer for a period of five years or more, or 
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(ii) if, though he has not rendered such continuous ser- 
vice, the Commissioner , being of the opinion 

that the service has been terminated by reason of 
the emplo 3 ’ee’s ill-health, or by the contraction or 
discontinuance of the employer’s business or other 
cause beyond the control of the employee, allows 
the employee the benefit of this section. 

( 1 ) Where the accumulated balance due to an employee Seciion 297. 
participating in a recognised provident fund is included in Tax on accu- 
his total income oiving to the provisions of section 296 [58G muiated ba- 
(.2)] not being applicable, the Income-tax Officer shall cal- 

culate the total of the various sums of income-tax and [s- 380 ( 3 )] 
super-tax which would have been payable by the employee 
in respect of his total income for each of the years con- 
cerned if the fund had not been a recognised provident 
fund, and the amount by which such total exceeds the total 
of all sums paid by or on behalf of such employee by way 
of tax for such years shall be payable by the employee in 
addition to any other income-tax and super-tax for which ■ 
he may be liable for the previous year in which the accu- 
mulated balance due to him becomes payable. 

( 2 ) Where the accumulated balance due to an employee [S. 580(1) 
participating in a recognised provident fund which is not latter part]. 
included in his total income under the provisions of' section 

296 [58G (2)] becomes payable , an amount equal to 

the aggregate of the amounts of super-tax on annual ac- 
cretions that would have been payable under section 58E 
of the Indian Income-tax Act, 1922, for any assessment year u 0 ^ 922 . 
upto and including the assessment year 1932-1933, if the 
Indian Income-ta^ (Second Amendment) Act, 1933, had come jg of jg„g 
into force on the 15th March, 1930, shall be payable by the 
employee in addition to any other tax payable by him for 
the previous year in which such balance becomes payable. 

The trustees of a recognised provident fund, or any Section 298. 
person authorised by the regulations of the fund to make 
payment of accumulated balances due to employees, shall, ^urce of" in- 
in cases where section 297 (1) [58G(3)] applies, at the time come-tax pa- 
an accumulated balance due to an employee is paid, de- yable on 
duct therefrom the amount payable under section 297 (1) accumulated 

[S. 58G(3)3 , and all the prouisions of sections 206 to ^ 

211 [18(4) to 18(9)] shall apply as if the accumulated bal-^^'^°^ 
ance were income chargeable under the head “Salaries”. 

( 1 ) Where recognition is accorded to a provident fund section 299. 
with existing balances, an account shall be made of the Treatment of 
fund up to the day before the day on which the recognition balance in 
takes effect, showing the balance to the credit of each em- newly recog- 
ployee on such day, and containing such further particulars 

as the Central Board of Revenue may prescribe. [s^" 58 J(i)j 

(2) The account shall also show in respect of the [s- 58 J(?)]- 
balance to the credit of each employee the amount thereof 

which is to be transferred to that employee’s account in the 



C« 53J(3)1 


I‘ 58J(5)1 


Scciioo 300 
Acctsintj I 
recTgni«d 
prondeni 

t* 58-11 


SfclJoa ^o! 
Appeals 
t» 58 B(4)1 
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recognised provident fund, and such amount (hereinafter 
called his transferred balance) shall be shown as the 
balance to his credit in the recognised provident fund on 
the date on which the recognition of the fund takes effect, 
and sub-section (3) of this section and sub-section (5) of 
section 291 [s 58J(3) (4)] shall apply thereto 

Any portion of the balance to the credit of an em- 
ployee in the existing fund which is not transferred to the 
recognised fund ^all be excluded from the accounts of the 
recognised fund and shall be liable to income-tax and 
super-tax in accordance with the provisions of this Act, 
other than this Chapter 

(3) Subject to such rules as the Central Board of Reve- 
nue may make in this behalf, the Income-tax OfTicer shall 
make a calculation of the aggregate of all sums comprised 
in a transferred balance which would have been liable to 
income-tax if this Chapter had been in force from the date 
of the institution of the fund without regard to any tax 
which may have been paid on any sum, and such aggregate 
(if any) shall be deemed to be income received by the em- 
ployee in the previous year in which the recognition of the 
fund takes effect and shall be included m the employee’s 
total income for that previous year, and, for the puiwses 
of assessment, the remainder of the transferred balance 
shall be disregarded, but no other exemption or relief, by 
way of refund or olnerwise, shall be granted in respect of 
any sum comprised in such transferred balance* 

Provided that, m cases of serious accounting difficult), 
the Commissioner shall have power, subject to the said 
rules, to make a summary calculation of such aggregate 

(4) Nothing m this section shall affect the rights of the 
persons admmistenng an unrecognised provident fund or 
dealing with it, or with the balance to the credit of any 
individual employee, before recognition 13 accorded, in any 
manner which may be lawful 

Other prootsions 

(1) The accounts of a recognised provident fund shall 
fbe maintained by the trustees of the fund and shall be m 

such form and for such periods, and shall contain such 
particulars as the Central Boarf of Revenue may pres- 
enbe 

(2) The accounts shall be open to inspection at all rea- 
spnable times by Income tax authonties and the trustees 
shall furnish to the Income-tax Officer such abstracts there- 
of as the Central Board of Revenue may prescribe 

An employer objecting to an order of the Commis- 
sioner refusing to recognise or an order withdrawing recog- 
nition from a provident fund may appeal within sixty days 
o( such order, to the C^tral Board of Revenue 
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The appeal shall be in the form and shall be verified in 
the manner prescribed by the Central Board of Revenue. 

(1) Where an employer who maintains a provident fund 
(whether recognised or not) for the benefit of his employees 
and has not transferred the fund or any portion of it, trans- 
fers such fund or portion to trustees in trust for the em- 
ployees participating in the fund, the amount so transfer- 
red shall be deemed to be of the nature of capital expendi- 
ture. 

(2) When an employee participating in such fund is 
paid the accumulated balance due to him therefrom, any 
portion of such balance as represents his share in the 
amount so transferred to the trustee (without addition of 
interest, and exclusive of the employee’s contributions and 
interest thereon) shall, if the employer has made effective 
arrangements to secure that tax shall be deducted at source 
from the amount of such share when paid to the employee, 
be deemed to be an expenditure by the employer within 
the meaning of section 37 [clause (xv) of sub-section (2) 
of section 10], incurred in the previous year in which the 
accumulated balance due to the employee is paid. 

(1) All rules made under this Chapter shall be subject 
to the provisions of section 329 (4) [sub-section (5) of sec- 
tion 59]. 

(2) In addition to any power conferred by this Chap- 
ter, the Central Government may make rules — • 

(a) prescribing the statements and other information 
to be submitted with an application for recogni- 
tion ; 

(b) limiting the contributions to a recognised provi- 
dent fund by employees of a company who are 
shareholders in the company ; 

(c) providing for the assessment by way of penalty of 
any consideration received by an employee for an 
assignment of, or creation of a charge upon, his 
beneficial interest in a recognised provident 
fund ; 

(d) determining the extent to and the manner in 
which exemption from payment of income-tax and 

^ super-tax may be granted in respect of contribu- 

tions and interest credited to the individual ac- 
counts of employees in a provident fund from 
which recognition has been withdrawn ; and 

(e) generally, to carry out the purposes of this Chap- 
ter and to secure such further control over the 
recognition of provident funds and the adminis- 
tration of recognised provident funds as it may 
deem requisite. 


Section 302. 

Tieatment of 
fund transfer- 
red by em- 
ployer to 
trustee. 

[s. 58-K] 


Section 303. 
Provis ons 
relating to 
rules. 

[s. 58 L.] 



Clauses 304-305 

Seciion 304 ihis Chapter shall not apply to any provident fund to 
o/’ihirchap- which the Provident Funds Act, 1925, applies 

J9 of 1925 

Section 305 In this Chapter, unless the context otherxoise re- 

DefinnJoni nntrpi 

[t 5SA] 

(a) a ‘recognised provident fund' means a provident 
fund whidi has been and continues to be recog- 
nised by the ^mmissioner, in accordance with 
the provisions of this Chapter, 

(b) an “employer” means any person who maintains 
0 prowdcnt Jund for the benefit of his or its em- 
ployees, being — 

( 1 ) a Hindu undn ided familj , company, firm or other 
association of persons, or 

<u) an individual engaged in a business, profession 
or vocation whereof the profits and gains are as- 
sessable to income-tax under the hcod ‘Projlff 
and gams of business, profession or i-ocation”, 


(c) an “employee” means an employee participating 
in a provident fund, but does not include a per- 
sonal or domestic servant, 

(d) a “contribution” means any sum credited by or on 
behalf of any employee out of his salary, or by an 
employer out of his own monies, to the individual 
account of an employee, but does not include any 
sum credited as interest, 

(e) the '‘balance to the credit” of an employee means 
the total amount to the credit of his individual 
account in a provident fund at any tune , 

(f) the “annual accretion'* to the balance to the credit 
of an employee means the increase to such balance 
in any year, arising from contributions and in- 
terest. 

l g) the “accumulated balance due” to an employee 
means the balance to his credit, or such portion 
thereof as may be claimable by him under the 
regulations of the fund on the day he ceases to 
be an enmloyee of the employer maintaining the 
fund, and 

l h) the “regidations of a fund ’ means the special body 
of regulations governing the constitution and ad- 
ministration of a particular provident fund 



263 

Clauses 306-307 
CHAPTER XXV 

APPROVED SUPERANNUATION FUNDS 
Approval 

(1) The Central Board of Revenue may accord appro- Section 306 . 
val to any superannuation fund or any part of a superan- 
nuation fund which in its opinion complies with the re- o 7 ap'^ovai 
quirements of section 307 [58P], and may at any time with- j. g qi 
draw such approval, if in its opinion, the circumstances of ^ ’ ■* 
the fund or part cease to warrant the continuance of the 
approval. 

(2) The Central Board of Revenue shall communicate 
in writing to the trustees of the fund the grant of approval 
with the date on which the approval is to take effect, and, 
where the approval is granted subject to conditions, those 
conditions. 

(3) The Central Board of Revenue shall communicate 
in writing to the trustees of the fund any -withdrawal of 
approval with the reasons for such withdrawal and the 
date on which the withdraAval is to take effect. 

(4) The Central Board of Revenue shall neither refuse 
nor Avithdraw approval to any superannuation fund or any 
part of a superannuation fund unless it has given the trus- 
tees of that fund a reasonable opportunity of being heard 
in the matter. 

(1) In order that a superannuation fund may receive Section 307 . 

and retain approval, if shall satisfy the conditions set out Conditions 
below and any other conditions which the Central Govern- ^ppro'^ai. 
ment may, bv rules, prescribe — 1 ^- 58 -P 

mam paraj 

(a) the fund shall be a fund established under an ir- 
revocable trust in connection Avith a trade or 
undertaking carried on in India ; 

(b) the fund shall have for its sole purpose the pro-vi- 
sion of annuities for employees in the trade or 
undertaking on their retirement at or after a speci- 
fied age or on their becoming incapacited prior to 
such retirement, or for the AvidoAvs, children or 
dependants of persons Avho are or have been such 
employees on the death of those persons; and 

(c) the employer in the trade or undertaking shall be 
a contributor to the fund. 

(2) The Central Board of Revenue may, if it [s- 58 p, 

thinks fit and subject to such conditions, if any, as it Proviso] 
thinks proper to attach to the approval, approve a fund or 

any part of a fund — 

(i) n'otAvithstanding that the rules of the fund provide 
for the return in certain contingencies of contribu- 
tions paid to the fund, or 

(ii) if the main purpose of the fund is the pro-vision of 
such annuities as aforesaid, notwithstanding that 
such provision is not its sole purpose, or 
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(ju) notwithstanding that the trade or undertaking n 
connection wth which the fund is established is 
carried on only partly in fndia 

1 New J fd; Where there w a repugnance between any rules oj 

an approved superannuation jund or the terms of the in- 
strument under uhich the fund is established and any pr^ 
vision 0/ this Chapter or of the rules made thereunder^tke 
rules of the fund or the terms of the instrument under 
lohtch the fund ts established, as the case may be, shall, 
to the extent of the repugnance, be of no effect, and the 
Central Boani of Revenue may at any time require that 
such repugnance shall be removed from the rules of the 
fund or the terms of the instrument, as the case may be 

Sett on 50a ( 1 ) An application for appro\al of a superannuation 

Application fund ot part of a superannuation fund for any assessment 
foi hppwsi ygjjj. shall he made in uTittng before the end of that 5 ear 
I* 58 0.1 by the trustees of the fund to the Income-tax Onicer by 
tchom the employer ts assessable, and shall be accompanied 
by a copy of the instrument under which the fund ts estab- 
lished and by tuo copies of the rules and of the accounts 
of the fund for the last previous year for which such ac- 
counts have been made up The Centra! Board of Revenue 
may require such further information to be supplied as il 
thinks proper 

( 2 ) If any alteration m the rules constitution objects 
or conditions of the fund is made at any time after the 
date of the application for approval, the trustees of the 
fund shall forthwith communicate such alteration to the 
Income-tax Officer mentioned in aub-section ( 1 ), and in 
default of such communication any approval given shall, 
unless the Central Board of Reienue otherwise orders, be 
deemed to have been withdrawn from the date on which 
the alteration took effect 


Treatment of tnvestments and contributions 


Section 309 Income derived from investments or deposits of in 

In omc trom approved Superannuation fund, and any capital gams aris- 
mvesonentj jjjg from the sale, exchange or transfer of capital assets of 
[j 58Rnian such fund shall not be included in the total income 0/ the 
para, paiii person in receipt thereof. 


Sccuoo 3JO 
EaipTo)ert 


li 58R.maiB 
para pan] 

{« 58R and 
Ptov j 


Any sum paid by an ejnpJnyer by W3y of con- 
tribution towards an approved superannuation fund shall 
be deducted in computing his income for the pur- 
pose of assessment 


Provided that where the contribution is not an ordi- 
nary annual contribution it shall be treated as the Central 
Board of Revenue may direct, either as a deduction for the 
year in which the sum is paid, or as a deduction to be 
soread over such period of years as the Central Board of 
Revenue thinks proper 
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Clarises 311-315 


Where the assessee is an employee participating in an Section 311 . 
approved superannuation fund, any sum paid in the PJ'e- contrib^i!''* 
vious year by him by way of contribution towards the super- tion— when 
annuation fund shall, in so far as such sum is an ordinary exempt. 
annual contribution, be treated for all the purposes-of this [s. 58R, main 
Act as if it were a sum to which the provisions of section para, part 
88 [15] apply. 


Where any amount standing to the credit of an em- Section 312. 
ployee in an approved superannuation fund is paid to the Contribution 
employee during his lifetime but not at or in connection 
with the termination of' his employment, the amount so deemed ' to 
paid shall be deemed for the purposes of income-tax (but be income, 
not for the purposes of super-tax) to be income of the em- [s. gss (i)] 
ployee of the previous year in which it is so paid to him. 


Where any amount standing to the credit of an em- Section 313. 
ployee in an approved- superannuation fund is paid to the ped“«ioa of 
em^oyee during his lifetime but not at or in connection bm;ons'^°p^d 

with the termination of his employment, income- to an em- 

tax (but not super-tax) on the amount so paid shall, ployee. 

except in the case of an employee whose employment was [s. 58S (2)] 
carried on abroad, be deducted by the trustees of the fimd 
at the average rate, of income-tax at which the employee 
was liable to incomb-tax during the preceding three j'ears 
or during such period, if less than three years, as he was 
a member of the fund, and shall be paid by the trustees 
to the credit of the Central Government within the pre- 
scribed time and in such manner as the Central Board of 
Revenue may direct. 

Other provisions. 


Where an employer deducts from the emoluments paid Section 314 . 
to an employee or pays on his behalf any contributions of Deduction 
that employee to an approved superannuation fund, he shall 3 °^ ?oLri- 
include all such deductions or payments in the return butions on 
which he is required to furnish imder section 166(2) [ 21 ], behalf of 

employee to 
be included 
in return. 

[s. 5811 

If a fund or a part of a fund for any reason ceases to Section 315 . 
be an approved superannuation fund, the trustees of the Liab.iities of 
fund shall nevertheless remain liable to account for tax of 

on any sum paid— “proval of 

(a) on account of ' returned , contributions (including , g'^. 

interest on contributions, if any), and ^ ^ 


(b) in commutation or in lieu of annuities, 

in so far as the sum so paid is in respect of contribu- 
tions made before the fund or part of the fund ceased to 
be an annroved superannuation fund under the provisions 
of this Chapter. 
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Scefjoa 316 . The trustees of an approved superannuation fund and 
Pirticuianw any employer who contnbutes to an approved superannua- 
m of fund shall, when required by notice from the Income- 
.uperiSroa tax Officer, within such period, not being less than twentg- 
tiOD funds one days from the date of the notice, as may be specified 
(1 58 V] in the notice, fumtsh stcdt return, statement, particulars or 
information, as the fncome.tai: O^icer may require 


s«ton 317 ( 1 ) rules made under this CTiapfer shall be subject 

mv sons re jjjg prouisions £>/ section 329(4) [sub-section (5) of sec- 
X® tion 59] 

[Vewl 

(2) fn addition to any potuer conferred by this Chapter, 
the Centrol Government may make rutcs*— 

(a) prescribing the statements ond other information to 
be submitted with an application for approval, 

(b) prescnbmy the returns statements, porticulars, or 
information which the Income tax Oj^er may re- 
quire from the trustees of an opproued superannua- 
tion fund or from the employer, 

(c) limiting the ordtnorv onnuol contribution ond ony 
other contributions to an approved superannuation 
fund by an employer, 

(d) prouidtng for the assessment by way of penalty of 
any considemtion received by an employee for an 
assignment of or frreation of a charge upon, his 
beneficial interest in an opproued superannuation 
fund, 

(e) determining the extent to and the manner in which 

exemption from payment of income-tax and super- 
tax moy be granted in respect of any payment made 
from a superannuation fund from uhich approuol 
has been withdrawn, v 

(f) protnding for the toithdrawal of approval in the 
case of a fund which ceases to satisfy the require- 
ments of this Chapter or of the rules made there- 
under, ond 

(g) generally, to carry out the purposes of this Chapter 
and to secure such further control over the appro- 
val of superannuation funds and the administration 
of approved superannuation funds as it may deem 
requisite 



267 

Clauses 318-320 


In this Chapter, unless the context otherwise requires, — Section 318 

Definitions. 

(a) “approved superannuation fund” means a super- [s. 58N] 
annuation fund or any part of a superannua- 
tion fund which has been and continues to 

be approved by the CentraF Board of Kevenue in 
accordance with the provisions of this Chapter; 

(b) “employer”, “employee” and “contribution” have, in 
relation to superannuation funds, the meanings 
assigned to those expressions in section 305 [58A] 
in relation to provident funds; 

(c) “ordinary annual contribution” means an annual 
contribution of a fixed amount or an annual con- 
tribution computed on some definite basis by refe- 
rence to the income chargeable under the head 
“Salaries”, the contributions or the number of mem- 
bers of the fund. 

CHAPTER XXVr 
MISCELLANEOUS 
A. — Miscellaneous provisions. 

Income which has once been charged to income-tax or Section 319. 
super-tax in the hands of any person for any assessment Bar of double 
year shall not be charged again to income-tax or super- 
tax, as‘the case may be, in the hands of the same person, " 
either for the same assessment year or for a different 
assessment year. 

(1) A notice or requisition rmder this Act may be serv- Section 320. 
ed on the person therein named either by post or as if it Service of 
were a summons issued by a court imder the Code of Civil 
Procedure, 1908. Tof 


(2) Any such notice or requisition may be addressed — 

(a) in the case of a firm or a Hindu undivided family, 

to any member of the firm or to the mana- 
ger or any adult male member of the family ; 

(b) in the case of a local authority, company, or other 

association of persons to the principal 

officer thereof ; 

(c) in the case of any other person (not being an indi- 
vidual), to the person who manages or controls 
his affairs. 

1 8 — 1 Law Com./58. 



Cldtues 321-323 

Section sat (u A/fer a finding o/ total partition has been recorded 
Semee of ^ Jncome-tox wider section 181 f25A3 tn res- 

fa°«Jr Hindu /atnilg, nattees under this Act tn respect 

d srupted ot 0 / the tncome of the Hinau family shall — 
dSolved"’ ” (a) m the case of a notice under section 154 [sub-section 

jsewi ( 1 ) of section 34), be served on all persons toho icerc 

members of the Hindu /amtiy immediately be/ore 
the partition and the legal representative of any 
such member who w deceased , and 

(b) in other cases, be served on the person who was 
the last rnamoer of the Hindu /omtly, or, 1 / such 
person IS dead, then on all adults who were mem- 
bers of the Hindu family immediately before the 
pg.rtiUon 


(2) Where a firm or other association of persons is dis- 
solved, notices tinder this Act in reject of the 
income 0 / the ^rm may be served on any person who wos 
a partner (not betng a minor) or member of the firm or 
association, as the case may be, immediotely before its dis- 
solution 

s«tioa 315 Where an assessment is to be made under section 185 
aSTm i£ (25(1)1, or section 91(1) [section 25(3), latter half or sec- 
etse or d». tion 25(4) main {>ara. latter half], the Income-tax OfBeer 
cMitnued may serve on the person v.hose income is to be 

buiACM assessed, or m the case of a firm, on any person who 

C* as ( 6)1 \\ as a member of such firm at the time of its discon- 

tinuance, or, in the case of a company, on the principal 
officer thereof, a notice containing all or any of the require- 
ments which may be included in a notice under section 143 
(2) [s 22 (2)], and the provisions of this Act sb^, so far 
as may be, apply accordingly as if the notice were a notice 
issued under section 143 (2) [s 22 (2)] 

3*3 ( 1 ) There shall be endorsed on every document which 

of has been placed on the record by any Jncome-tax authority 
the following particulars, namely— 

(a) the number of the cose, 

(b) the name of the person producing the document, 

(c) the dote on which it was produced, and 

(d) 0 statement of its having been so placed on the 

record , ^ 

ani the cndorseTiient jhill be signed or initwlied by tbe 
Income-toj^ atitk^mfii ^ ^ vt 


n-nu authority bases any order or -• 

document, the f^mc tax 
aufhonty shall expressly nu^e a reference tn its order to 
particulars su^icient to identify the 
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Clause 324 


(1) Any assessee who is entitled or required to attend Section 324 . 

before any Income-tax authority in connection with Appearance 

anj' proceeding under this Act ofhenvise than when requir- repres^nS-^'^ 
ed under section 136 [37] to attend personally for examina- 
tion on oath or affirmation, may, subject to the other pro- gj 
visions of this section, attend by an authorised representa- p^t.] 
tive. 


(2) For the purposes of this section, “authorised repre- 
sentative” means a person authorised by the assessee in pa^] * 
writing to pppear on his behalf, being — 

(i) a relative of or a person regularly employed by gj 

the assessee ; or pan] 

(ii) ...j any officer of a Scheduled Bank with which ^ 

the assessee maintains a current account or has 

other regular dealings ; or 


(iii) any legal practitioner who is entitled to practise [s. 61 (2) (H)] 
in any ciuiZ court in India ; or 


(iv) an accountant ; or 

(v) any other person who, immediately before the [s. 61 (1) 
commencement of this Act, was a lawyer, an part, and 
accountant or an Income-tax practitioner withhi (®) 
the meaning of sub-section. (2) of section 61 of 
the Indian Income-tax Act, 1922, and was actually n of 192a 
practising as such. 


Explanation. — ^In this section, “accountant” means a If.- 6i (2) 
chartered accountant within the meaning of the Chartered '“*31 
Accountants Act, 1949. and includes, in relation to any State. 3^ of 1949 
any person who by virtue of the 'provisions of sub-section 
(2) of section 226 of the Companies Act, 1956, is entitled to * *95® 

be appointed to act as an auditor of companies registered 
in that State. 


(3) No person who has been dismissed from Govern- [s. 61 (3), 

ment service after the 1st day of April. 1938, shall be quali- ““n para, 
fied to represent an assessee imder sub-section (1); and if 

any legal practitioner or accountant is found guilty 

of misconduct in connection with any income-tax proceed- 
ings by the authority empowered to take disciplinary action 
against members of the profession to which he belongs. 

he shall be thenceforward disqualified to represent 

an assessee under sub-section (1). 

(4) If any person, other than a legal practitioner 

or accountant, is found guilty of misconduct in con- p^^t] 

nection with any income-tax proceedings by the prescribed 
authority, the prescribed authority may direct that he shall 
be thenceforward disqualified to represent an assessee im- 
der sub-section (1) : 



Clauses 324-329 


[» (3)» 

Pnw] 


Provided that — 

(a) no such direction shall be made m respect of any 
person unless he is given a reasonable opportunity 
of being heard , 


(b) any person against whom such .Erection is made 
may, within one month of the mahing of the direc- 
tion. appeal to the Central Board of Revenue to 
have the direction cancelled , and 


(c) no such direction shall talce effect until one month 
from the making thereof, or, when an appeal is 
preferri^ until the disposal of the appeal 

fNeid (5) A person dtsqtutUped to represent an assessee by 

Virtue oj the provmons of sub-section (3) of section 61 of 
the Indian Income tox Act. 1922 shall he disqualified to 
n of 13M represent an assessee under sub-secfion (1) 


Se«ioa 355- A receipt shall be given for any money paid or recover- 
Rwjpi to under this Act 
b« s<ren 
I* 61] 

Seeiiwi 356 Every person deducting, retaining or paying any t« 
itKfcmmiy m pursuance of this Act m respect of income befonging to 
t‘ 65I another person is hereby indemnified for the deduction, re- 
tention, or payment thereof 

s««tioB 387 No suit shall be brought m any civil court to set asl^* 
Barofiwtjui or modify any assessment made under this Act. and no 
?"] , prosecution, suit or other proceeding shall lie against any 

^ officer of the Government for anything m good faith done 

or intended to be done under this Act. 


Section 388 If on the Isl day of Apnl m any assessment jear pro- 
Art 10 ha«T vision has not yet been made by a Central Act for the 
mgUguiSw charging of income-tax or super for for that assessment 
proVMion for year, this Act shall nevertheless have effect until such pro- 
chargeoftis. Vision IS SO made as it the provision m force in the pre^* 
l« 678] ing assessment year or the provision proposed in the Bill 
then before Parliament whichever is more favourable to 
the assessee, were actually in force 


male rulea 


Board of Revenue may, subject to the 
wntrrf of the Central Government by notification m t^c 
5 “'a® carrying out the purposes 

ascertamment and determination of 
of income Such rules may be made for the whole 
of India or for such part thereof as may be specified 
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Clause 329 

(2) Without prejudice to the generality of the fore- 
going power, such rules may — 

(a) prescribe the manner in which, and the procedure 

by which, the income shall be arrived at 

in the case of — 

(i) income derived in part from agricidture and in 
part from business ; 

(ii) persons residing out of India; 

(b) provide for the determination of the value of any 
perquisite chargeable to tax tmder this Act in such 
manner and on such basis as appears to the Central 
Board of Revenue to be proper and reasonable; 

(c) prescribe the procedure to be followed on applica- 
tions for refunds; 

(d) prescribe the procedure for giving efiect to the 
terms of any agreement for the granting of relief 
in respect of double taxation or for the avoidance 
of double taxation which may be entered into by 
the Central Government imder this Act; 

(e) provide for the maintenance of a register of persons 
other than legal practitioners or accountants as 
defined in section 324(2), Explanation [61], practis- 
ing before Income-tax authorities and for the con- 
stitution of, and procedure to be followed by, the 
authority referred to in sub-section (4) of section 
324 [61]; 

(f) provide for the issue of certificates verifying the 
payment of tax by assessees ; 

(g) provide for any matter which by this Act is to be 
or may be prescribed. 

(3) In cases coming under clause (a) of sub-section (2), 

where the income liable to tax cannot be definitely 

ascertained, or can be ascertained only with an amount of 
trouble and expense to the assessee which in the opinion 
of the Central Board of Revenue is unreasonable, the rules 
made under that sub-section may — - 

(a) prescribe methods by which an estimate of such 

income may be made, and 

(b) in cases coming imder sub-clause (i) of clause (a) 
of sub-section (2), prescribe the proportion of the 

income which sh^l be deemed to be income 

liable to tax ; 

- and an assessment based on such estimate or proportion 
shall be deemed to be duly made in accordance with the 
provisions of this Act. 
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(4) All rules made under this section shall be laid 
before each House of Parliament as soon os may be o/ter 
they are made, and shall he subject to such modi^ations 
as Parliament may make tn the session m lahich they are 
so laid or the session immediately following 

C— Transitional provisions and repeal' 

THE FIRST SCHEDULE 
INSURANCE BUSINESS 


(See section 44) 

A — Life insurance business 

Rule I In the case of a person who cames on or at any tune 

Pre6ij of I fe m the prcuious year earned on life insurance business, the 
iMurMce ^ profits and gains of su^ person from that business shall 
be computed separately from his profits and gains 
$ep*lrti«ir from any other business 
r&hrdule 
Rule 1 ] 

Rules (1) The profits and gains of life insurance business 

taken to be the greater of the following— 

1 fe iniwanee 

(a) the gross external incomings of the pretnous year 

gcfieduie from that business less the management expenses 

of that year 

(b) the annual average of the surplus arrived at by 
adjusting the surplus or deficit disclosed by the 

g actuarial valuation made m accordance mth the 

* Insurance Act 1938 m respect of the last inter 

valuation period ending before the commencement 
of the ossessment year, so as to exclude from it 
any surplus or deficit included therem which w'as 
made in any earlier mter valuation period and any 
expenditure tohtch is not deductible under the pro- 
visions of sections 30 to 40 (Sections regar^ng de- 
ductions for busmess] xn computing income charge- 
able under the head Profits and gams of business, 
pro/ession or oocatton” 


(2) The amount to be allowed as management 

expenses under sub rule (1) shall not exceed the aggregate 
of the following— 


(a) per cent of the premiums received during the 
previous year m respect of smgle premium life 
insurance policies 


‘ Noi draned. See jxrtci SoradsCTmoQofthe mportant poinu 
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(b) in respect of the first year’s premiums received 

in respect of other life insurance policies for which 
the number of annual premiums payable is less than 
twelve, or for which the niimber of years during 
which premiums are payable is less than twelve, 
for each such premium or each such year 7 ^ per 
cent, of such first year’s premiums received during 
the previous, year; 

(c) 90 per cent, of the first year’s premiums received 

during the previous year in respect of all other 
life insurance policies; 

(d) in respect of all renewal premiums received during 
the previous year, an amount calculated at such 
percentage thereof as is permissible under sub- 
section ( 2 ) of section 40B of the Insurance Act, 

1938, as reduced by any expenditure which is 4 of 1938 
not deductible under sections 30 to 40 [sections - 
regarding business deductions] in computing in- 
come chargeable under the head “Profits and gains 
of business, profession or vocation”. 

In computing the surplus for the purpose of rule 2, ruJc 3 
[Schedule, rule 2]— Deductions 

(a) four-fifths of the amounts paid to or reserved for RulTsf 
or expended on behalf of policy-holders shall be 
allowed as a deduction : 

iK** 4-4:41 *** 

Provided that if any amount so reserved for 

policy-holders ceases to be so reserved, and is not paid to 

or expended on behalf of policy-holders, that proportion of 

such amount (one-half or four-fifths, as the case may be) 

if it has been previously allowed as a deduction under this 

Act or under the Indian Income-tax Act, 1922, shall be n of 1922 

treated as part of the surplus- for the period in which the 

said amount ceased to be so reserved: 

(b) any amount either written off or reserved in the 
accounts or through the actuarial valuation balance 
sheet to meet depreciation of or loss on the realisa- 
tion of investments shall be allowed as a deduction, 
and any sums taken credit for in the accounts or 
actuarial valuation balance sheet on account of 
appreciation of or gains on the realisation of invest- 
ments shall be included in the surplus : 

Provided that if upon investigation it appears to the 
Income-tax Officer after consultation with the Controller of 
Insurance that having due regard to the necessity for 
making reasonable provision for bonuses to participating 
policy-holders and for contingencies, the rate of interest or 
other factor employed in determining the liability in res- 
pect of outstanding policies is materially inconsistent with 
the valuation of investments so as artificially to reduce the 
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surplus, such adjustment shall be made to the allowance 
for deprecjauon or to the amount to be included m the 
surplus m respect of appreciation of such tnuestments as 
shall increase the surplus for the purposes of these pro- 
risions to a figure which zs fair and just, 

<c) (i) mterest received dunng the intcr-ralta^on 
period m respect of any securities of the Cen- 
tra Government which have been issued or 
declared to be income*tax free, shall not be 
excluded, but 

(ii) no tncome-taz shell be payable on the cnnuol 
ovemge o/ the amount 0 / such interest 


Rule* Where for any year an assessment of the pro/its of life 

Adjuitment insurance business is made m accordance with the annual 
of tax paid average of a surplus disclosed by a valuation for an inter- 
by deducuon valuation period exceeding twelve^months, then, in cotn- 
outing the income-tax payable for that year, credit shall 
fSeh .R'jie 4 l not be given in accordance with section 207 [Section 18 (5), 
plain para, part regarding credit for tax deducted at 
source] for the income-tax paid in the previous year, but 
credit shall be given for the annual average of the income- 
tax paid by deduction at source from mterest on securities 
or otherwise during such period 


B— Other insurance business 


Rule 5 , The profits and gams of any business of insurance other 

Comput»i on than life insurance shall be tahen to be the balance of 
of profit* of the profits disclosed by the annua] accounts, copies of 
nU'buimess*" "'bich are required under the Insurance Act, 1938, to be 
furnished to the Controller of Insurance, subject to the 
[Sch Rule odjustments — 


pan] 

4 ef 1938 

[New] 


sofiSSS 


(a) any sum written off m the accounts as representing 
depreciation of any building, machinery, plant or 
furniture used for the purposes of the business 
shall be allowed as a deduction, whether such sum 
IS or IS not admissible under the provisions of sec- 
tion 32(1) clauses (t) and (ti) [10(2) (ui)3, subject 
to the condftum that the aggregate of all such deduc- 
tions allowed under this Act or under the Indian 
Income-tax Act, 1922, or under any Act repealed by 
that Act or under executive orders issued tchen the 
Indian fncome-tor Act, 1886, mas in force, shall, in 
no case, exceed the original cost to the assesses of 
the building, machinery, plant or furniture, cs the 
case may be. 


[Sch Ru'e^i (b) subject to the other provisions of this rule, anv de- 
wier half duction uihich is not admissible under the provi- 

sions of sections 30 to 40 [Sections regarding busi- 
ness deductions] m comnuting the promts and gams 
0 / a business shell be added bark. 
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(c) any amount either written off or reserved in the [Sch., Rule 6, 
accounts to meet depreciation of or loss on the rea- 
lisation of investments shall he allowed as a deduc- ^ 

tioUj and any sums taken credit for in the accounts ” ^ 
on account of appreciation of or gains on the rea- 
lisation of investments shall he treated as part of 
the profits and gains. 


C — Other provisions. 

(1) The profits and gains of the branches in India of Rule 6. 

a person not resident in India and carrying on any business Profits and 
of insurance, may, in the absence of more reliable data, 
be deemed to be that proportion of the world income of 
such person which corresponds to the proportion which his rg^Jj 
premium income derived from India bears to his total para ’i] 
premium income. 

(2) For the purposes of this rule, the world income in [Sch.,Rule8, 
relation to life insurance business of a person not resident para s ] 

in India shall be computed in the manner laid down in this 
Act for the computation of the profits and gains of life 
insurance business carried on in India. 

(1) For the purposes of rules 1 to 6 [other rules regard- 7- 
ing insurance business] and of this rule , — 

(i) “gross external incomings” means the full amount [Sch., Rule 
of incomings from interest, dividends, fines and 5(11).] 
fees and all other incomings from whatever 

source derived (except premiums received from 
policy-holders and interest and dividends on any 
annuity fund), and includes also profits from re- 
versions and on the sale or the granting of annui- 
ties, but excludes profits on the realisation of in- 
vestments : 

Provided that incomings, including the annual value of 
the property occupied by the assessee, which but for the 
provisions of section 44 [10(7)] would have been assessable 
under the head “Income from house property”, shall be 
computed in the manner applicable to income chargeable 
under that head, and that there shall be allowed from such 
gross incomings such deductions as are permissible in res- 
pect of income chargeable under that head; 

(ii) “investments” includes securities, stocks and 

shares; ^ ' 

(iii) “management expenses” means the full amount 
of expenses (including commissions) incused ex- 
clusively in the management of the business of 
life insurance, and in the case of a company carrj'- 
ing’ on other classes of business as well as 
the business of life insurance, in addition thereto 
a fair proportion of the expenses incurred in the 
general management of the whole business. 
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Bonuses or other sums paid to or reserved on 
behalf of policy-holders, depreaation of, and 
losses on the realisation of inucstTnents, and any 
expenditure other than expenditure which may 
under the provisions of sections 30 to 40 [Sections 
regarding business deductions} be allowed for in 
computing the profits and gams of a business, are 
not management expenses for the purposes of 
rules 1 to 6 [all other rules regardmg insurance 
business] and of this rule, 


(iv) “life insurance busing" means life insurance 
busmess as defined m clause (11) of section 2 of 
the Insurance Act, 1938, 

(v) “rule” means a rule contomed in this Schedule 

(2) References in rules 1 to 6 [other rules regarding in- 
surance business) and tn this rule to the Insuroncc Act, 
4 of 1938 1938, or ony prouision thereof, shall, in relation to the Life 

Insurance Corporation of fndio, be construed ns references 
to that Act or provision as read with section 43 of the Life 
gi of 1936 Insurance Corporation Act, 1956 


[Seb , Rule 
5('’)1 

4t>fi93B 

[NewJ 


THE SECOND SCHEDULE' 
PROCEDURE FOR RECOVERY OF TAX 
[See section 231 (1)] 

PART I 


General proytsions 

‘ In this Schedule, unless the context otherwise re* 

Definition* qujreS,— 

w (a) “certificate” means a certificate received by the Col- 

lector from the Income-tax Officer for the recovery 
of arrears under this Schedule , 

(b) “defaulter” means the assesses mentiond m the 
certificate , 


, 3(4). 

Bengal 
PuWje De- 
mand* Reco- 
very Act, 
«9!3 (Bengal 
Act 3 of 
tgt33* 


(c) “execution”, in relation to a certificate, means re- 
covery of arrears in pursuance of the certificate , 

(d) “movable property” includes growmg crops f 

(e) “officer” means an officer authonsed to make an 
attachment or sale under this Schedule , and 

(f) “rule” means a rule contained in this Schedule 


, * , proyu on* cooiauird in this Schedule though new. hare not been 

onoeil ned for faclity ofteadii^ * 

* Thi Act Will hereafter be Tcfencd 10 a* the “Bengal Act” 

» <y S 2(j3>, G p a 
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When a certificate has been received by the Collector Rule 2. issue 
from the Income-tax Officer for the recovery of arrears of Notice, 
under .this Schedule, the Collector shall cause to be served [S- 7. Bengal 
upon the defaulter a notice requiring the defaulter to pay 
the amount specified in the certificate within fifteen days 
from the date of service of the notice and intimating that 
in default steps would be taken to realise the amount 
under this Schedule. 

No step in execution of a certificate shall be taken Rule 3. men 
until the period of fifteen days has elapsed since the date 
of the service of the notice required by the preceding rule : ^ecuted. 

[S. 13, 

Bengal Act J 

Provided that, if the Collector is satisfied that the 
defaulter is likely to conceal, remove or dispose of the whole 
or any part of such of his movable property as would be 
liable to attachment in execution of a decree of a civil 
court, and that the realisation of the amount of the certi- 
ficate would in consequence be delayed or obstructed, he 
may at any time direct, for reasons to be recorded in 
writing, an attachment of the whole or any part of such 
property : 

Provided further that if the defaulter whose property 
has been so attached furnishes security to the satisfaction 
of the Collector, such attachment shall be cancelled from 
the date on which such security is accepted by the Col- 
lector. 

If the amount mentioned in the notice is not paid within Rule 4. Mode 
the time specified therein or within such further time as o* recovery, 
the Collector may ^ant in his discretion, the Cpllector 
shall proceed to realise the amount by one or more of the Revenue Re- 
following modes : — covery Act, 

1864 (2 of 
,1864)]*. 

(a) by attachment and sale of the movable property of P- H Bengal 
the defaulter ; 

(b) by attachment and sale of the immovable pro- 

perty of the defaulter ; Revenue 

(c) by appointing a receiver of the property belonging (^of’ieig)]' 
to the defaulter ; 

(d) by arrest and detention of the defaulter in civil 
prison. 

There shall be recoverable, in the proceedings in exe- ^Ic 5- 
cution of every certificate, — ' and charges 

recoverable. 

(a) such interest upon the tax to which the certificate 
relates as is payable under this Act, and 


^ This Act will hereafter be referred to as the “Mad-as Act”. 
* This Act will hereafter be irdcrrcd to as the “Bombay Act”. 
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(b) all charges incurred m respect of — 

(i) the service of notice upon the defaulter to pay 
the arrears, and of warrants and other pro- 
cesses, and 

(ii) all other proceedings taken for realising the 
arrears 

Rule 6 (1) Where property is sold in execution of a certificate, 

iMrchaser’s there shall vest m the purchaser merely the right, title 
. and interest of the defaulter at the time of the sale, even 
^ng»?Act 1’ though the property itsell be specified 

[s ao (a), (2) Where immovable property is sold in execution of 

Bengal Act] a Certificate, and such sale has become absolute, the pur- 
chaser s right, title and interest shall be deemed to have 
vested in him from the time when the property is sold 
and not from the time when the sale becomes absolute 


Ru3« j Suit (1) No suit shall be maintained against any person 
acsiui pur claiming title under a purchase certified by the Collector 
m the manher laid down in this Schedule, on the ground 
cm ground ofthat the purchase was made on Iwhalf of the plaintiff or on 
purchaso behalf of some one through whom the plamtiS claims 

Ming made 

pFannff^ (2) Nothing m this section shall bar a suit to obtain 
[s 31, Bengal a declaration that the name of any purchaser certified as 
Act] aforesaid was inserted in the certificate fraudulentlj’ or 
without the consent of the real purchaser, or interfere with 
the right of a third person to proceed against that property, 
though ostensibly sold to the certified purchaser, on the 
ground that U is liable lo satisfy a claim of such third per- 
son against the real owner 


Rule 8 
Diip<^al ot 
proceeds of 
execution 
IS 16 

Bengal Act ] 


(1) Whenever assets are realised, by sale or otherwise 
in execution of a certificate, they shall be disposed of in 
the following manner — 


(a] there shall first be paid to the Income-tax Officer 
the costs incurred by him , 

(b) there shall, m the next place, be paid to the Income- 
tax Officer the amount due under the certificate 
in execution of which the assets were reali 2 ed , 


(c) if there remains a balance after these sums have 
paid there shall be paid to the Income-tax 
'jificer therefrom any other amount recoverable 
under the procedure provided by this Act which 
may be due upon the date upon which the assets 
were realized, and 


(d) the balance (if any) remaining after the payment 
(if any) referred to m clause (c) 
shall be paid to the defaulter 
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(2) If the defaulter disputes any claim made by the 
Income-tax Officer to receive any amount referred to in 
clause (c), the Collector shall determine the dispute. 

Except as otherwise expressly provided in this Act. Rule 9. 
every question arising between the Income-tax Officer and General bar 
the defaulter, or -their representatives, relating to the exe- junsdic- 
cution, discharge or satisfaction of a certificate duly filed civil Courts, 
under this Act, or relating to the confirmation or setting save where 
aside by an order under this Act of a sale held in execu- 
tion of such certificate, shall be determined, not by suit, but [S .373 Bengal 
by order of the Collector before whom such question 1 
arises : 

Provided that a suit may be brought in a civil court 
in respect, of any such question upon the ground of fraud. 

(1) All such property as is by the Code of Civil Pro- Rule 10 . Pro- 
cedure, 1908, exempted from attachment and sale in execu- 

tion of a decree of a civil court shall be exempt from attach- jnent. 
ment and sale under this Schedule. 5 of 1908 [S. 

(2) The Collector’s decision as to what property is so^J^j Bengal 

entitled to exemption shall be conclusive. [S. 156, 

Bombay Act 

[S. 156,] 

Bombay Act] 

(1) Where any claim is preferred to, or any objection 
is made to the attachment or sale of, any property in execu- collector, 
tion of a certificate, on the ground that such property is . .^ 
not liable to such attachment or sale, the Collector shall 
proceed to investigate the claim or objection : Bengal Act] 

Provided that no such investigation shall be made 
where the Collector considers that the claim or objection 
was designedly or unnecessarily delayed. 

' (2) Where the property to which the claim or objec- 
tion applies has been advertised for sale, the Collector 
ordering the sale may postpone it pending the investigation 
of the claim or objection, upon such terms as to security or 
otherwise as the Collector shall deem fit. 

(3) The claimant or objector must adduce evidence to 40, 

show that — Bengal Act] 

(a) (in the case of immovable property) at the date 
of the service of the notice issued under this 
Schedule to pay the arrears, or 

(b) (in the case of movable property) at the date of the 
attachment, 

he had some interest in, or was possessed of, the property 
in question. 

( 4 ) Where, upon the said investigation, the Collector is [Rule 41, 
satisfied that, for the reason stated in the claim or objec-^^ • 
tion, such property was not, at the said, date, in the pos- 
session of the defaulter or of some person in trust for him 
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or in the occupancy of a tenant or other person paying 
rent to him, or that being in the’ possession of the defaulter 
at the said date, it ^as so in his possession, not on his own 
account or as his own property, but on account of or in 
trust for some other person, or partly on his own account 
and partly on account of some other person, the Collector 
shall make an order releasing the property, wholly or to 
such extent as he thinks fit, from attachment or sale 

rRuie 43, ( 5 ) Where the Collector is satisfied that the property 

Seh II, was, at the said dale in the possession of the defaulter as 
Bengal An] pj-gperty and not on account of any other person 

or was in the possession of some other person in trust for 
him, or in the occupancy of a tenant or other person paying 
rent to him, the Collector shall disallow the claim 
mule 43 (6) \Vhere a claim or an objection is preferred, the 

Seb II, parly against whom an order is made may institute a suit 
Beoga] AaJ a gjYil court to establish the nglit which he claims to 
the property in dispute, but subject to the result of such 
suit (if any), the order of the Collector shall be conclu- 
sive 


Where— 

(a) the amount doe. wth costs and all charges and ex- 
penses resulting from the attachment of any pro- 
perty or incurred m order to hold a sale, are paid 
to the Collector, or 

(b) the certificate is cancelled, 

the attachment shall be deemed to be withdraNvn and, in 
the case of immo\able property, the withdrawal shall, If 
the defaulter so desires be proclaimed at his expense, and 
a copy of the proclamation shall be affixed in the manner 
provided by this Schedule for a proclamation of sale of im- 
movable property 


Rule 19 
RcBovtl ef 
•uschaeat 
on tsciifae- 


ctncellition 

ofeerufiote 



Rule 13 The attachment and sale of movable property and the 
^cer enii attachment and sale of immovable property may be made 
officers or dass of officers as the Collector may 
„ from time to time direct 

[S 154, 
latter part, 

Bombay 

Act] 

Rule 14 Any deficiency of price which may happen on a re- 

Deiauit ng sale by reason of the purchaser’s default, and all expenses 
^^b!e attending such re-sale shall be certified to the Collector 
for loss on sale and shall at the instance of 

resale Income-l3x Officer or the defaulter be recover- 

able from the defaulting purchaser under the procedure 
[Rule St. provided by this Schedule 
n 

Bengal Act] _ j . 

. 1 sudi application shall be entertained 

unless filed wnthm fifteen days from the date of re-sale 
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(1) The Collector may, in his discretion, adjourn any Ru|e i5- 
sale hereunder to a specified day and hour ; and the officer 
conducting any such sale may in his discretion adjourn 

the sale, recording his reasons for such adjournment : 

Sch.ir, ' 
Bengal Act] 

Provided that, where the sale is made in, or within 
the precincts of, the office of the Collector, no such adjourn- 
ment shall be made without the leave of the Collector. 

(2) Where a sale of immovable property is adjourned 
under sub-rule (1) for a longer period than one calendar 
month, a fresh proclamation of sale under this Schedule 
shall be made unless the defaulter consents to w’aive it. 

(3) Everj' sale shall be stopped if, before the lot is 
knocked down, the arrears and costs (including the costs 
of the sale) are tendered to the officer conducting the sale, 
or proof is given to his satisfaction that the amount of such 
arrears and costs has been paid to the Collector who ordered 
the sale. 


Where an attachment has been made tmder this Sche- 
any private transfer or delivery of the property 
attached or of any interest therein and any payment to the property after 
defaulter of any debt, dividend or other monies contrary attachment 
to such attachment, shall be void as against all claims to be void, 
enforceable xmder the attachment. [S-64 C.P.G.] 

[S. i8, Bengal 
Act] 

No officer or other person having any duty to perform Rule 17 . 
in connection with any sale under this Schedule shall, Pfoiub'Uon 
either directly or indirectly, bid for, acquire or attempt to bSdng or 
acquire an}"^ interest in the property sold. purchase by 

officer. 

[Rule 52, 
Scb. ir 
Bengal Act.] 

No sale under this Schedule shall take place on Sunday Rule 18 . 
or other general holiday recognised by the State Govern- rohibition 
roent or on any day which has been notified by the State o^Mida>-s.'^ 
government to be a local holidaj^ for the area in which ,c_ 
the sale is to take place. ^omWAct] 


Any officer authorised to attach or sell any property 
^ the defaulter or charged with any duty to j, poi,ce. 

pe performed under this Schedule, may apply to the officer- 
in-charge of the nearest police station for such assistance 
be necessary for preventing obstruction to such 
omcer in the discharge of his duties, and the authority to 
Whom such application is made shall depute a sufficient 
number of- police officers for furnishing such assistance. 
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PART n 

«nle of movable property 
Attachment and t 

, Except ns otherwise the officer shall 

wl™. any movables P.^rSlMtor (or other officer 

m ^hlt ‘■^t“«Vthrnre^V'thT^rf^^^^^^^ 

MadfM with his name specifymg tne nau 

A«1 amount to be realised warrant to be ser\* 

Ku.„i s« The omcer shall cause a copy of the 
vice of copy ed on the defaulter 

of warrant , 

[S 8 „,.f 

“f ” ® H, ailer service ot tfo^oopyrf the « ^"eedVattacl. 

^“‘JabfepropeT^yifthedefaullej^^^^ 

poj«»Hon seizure, and the ofRcer g Subordinates and sbau 

iRule 15 custody or the custody ®?®.v.--or 
- • • ' te respc-sible for due custody there 


fiesgal Aell 


le custody thereoi 

Provided that when the f “P"ge wpe"se oI k«^* 
riMy"tira“Sre^ce"cS'rts’’i'^^^^^ the officer msT 
sell It at once •• — ' 


seUitatonce -ariculteral pt» 

Kelt n Where the property to be attached is ^ „,pj 

Agfieuliural ^^^e the attachment shall be maae j 

. of the warrant of attachment— . 


(Kule l6, 
kh \l, 
Bengal Act] 


duce the attachment snau wc 
of the warrant of attachment— 

(a) where such produce is 

nn which such crop has 6^°' » oathered,-^” 

(b) where such produce has been out e g pan 

the threshing floor or it is do 

or the like or fodder-stack, on or m 

P°®'“^'* , some other con- 

and another copy on the outer door or , , ordmaidy 

spicuQus part of the house in which me ue gut^ 

resides or with the leave of the * the house 

door or on some other conspicuous P®n. ,^^vnrKs for 
which he carries on business or or carried 

, or in^ which ha is known to have last resio gjuce shal| 
business or personally worked for oossession oi 

thereuDon be deemed to have passed into me f 
the Collector 


me \wOiiecxor , 

A the Col- 

pi“OTii oni as , Where agricultural produce is ^^^^fvAo’dv, watch- 

to agnenhu lector shall make such arrangements for the cu deem 

ral i^uce mg tending cultmg and gathering thereof as each sum 

underntach sufficient , and the Income-tax Officer shall bear j> 
as the Collector shall require in order to defray 
j7. of such arrangements 

Bengal Aet] 
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(2) Subject to such conditions as may be imposed by 
the Collector in this behalf, either in the order of attach- 
ment or in any subsequent order, the defaulter may tend, 
cut, gather and store the produce and do any other act 
necessary for maturing or preserving it ; and, if the default- 
er fails to do all or any of such acts, any person appointed 
by the Collector in this behalf may, subject to the like con- 
ditions, do all or any of such acts, and the costs incurred 
by such person shall be recoverable from the defaulter as 
if they were included in the certificate. 

(3) Agricultural produce attached as a growing crop 
shall not be deemed to have ceased to be under attachment 
or to require re-attachment merely because it has been 
severed from the soil. 


(4) Where an order for the attachment of a growing 
crop has been made at a considerable time before the crop 
is likely to be fit to be cut or gathered, the Collector may 
suspend the execution of the order for such time as he think.s 
fit, and may, in his discretion, make a further order prohi- 
biting the removal of the crop pending the execution of the 
order of attachment. 

(5) A growing crop which from its nature does not admit 
of being stored shall not be attached under this rule at any 
time less than twenty days before the time at which it is 
likely to be fit to be cut or gathered. 




(1) In the case of — 

(a) a debt not secured by a negotiable instrument, 

(b) a share in the capital of a corporation, or 

(c) other movable property not in the possession of the 
defaulter except property deposited in, or in the cus- 
tody of, any court. 


Rule b 6. 
Debts and 
shares etc. 

[Rule i8 of 
Schedule II, 
Bengal Act] 


the attachment shall be made by a written order prohi- 
biting,— 


(1) in the case of the debt— the ci'editor from recovering 
the debt and the debtor from making payment 
thereof Until the further order of the Collector , 


(ii) in the case of the share— the person in whose name 
the share may be standing from transferring the 
same or receiving any dividend thereon; 

(iii) in the case of the other moveable property (except 
as aforesaid) — the person in possession of the same 
from giving it over to the defaulter. 

(2) A copy of such order shall be affixed on some conspi- 
cuous part of the office of the Collector, and another copy 
shall be sent, in the case of the debt, to the debtor, m the 
case of the share, to the proper officer of the corporation, and 
19—1 Law Coin./58 
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In the case ol the other mo%eablc propc*t> (except as afore- 
said) to the person m po^ession of the same 


(3) A debtor prohibited under clause (i) of sub-rule (1) 
ma> pay the amount of his debt to the Collector and such 
pajrocnt shall discharge him as effectually as payment to the 
party entitled to receive the same 

(1) The attachment of a decree of a cimI court for the 
A tachmtni payment of money or for sale in enforcement of a mortgage 
of deetet or charge shall be made by the issue to the civ il court oi a 
js 19 Bengal notice rcQucsling the civil court to stay the execution of the 
Ati) decree unless and until— 


(1) the Collector cancels the notice o*" 

(ii) the Income-tax Officer or the defaulter applies to 
the court receiving such notice to execute the decree 

(2) tVhere a civil court receives an application under 
clause (u) of sub-rule (I) it shall on the application of tre 
Income-tax Officer or the defaulter and subject to the prov^ 

3 of 1008 sions of the Code of Civil Procedure 1908 proceed to execute 

the attached decree and apply the net proceeds in saustac- 
tion of the certificate 


(3) The Income-tax Officer shall be deemed to be the 
presentatn e of the holder of the attached decree and to c* 
entitled to execute such attached decree m an> manfW 
lawful for the holder thereof 

Rule a8 Where the properly to be attached consists of the share 
i^bie'* interest of the defaulter m movable property belonging to 

propeny him and another as co-owners the attachment shall be mace 

S ide 19 by a notice to the defaulter prohibiting him from transic' 
heduie Tr ring the share or interest or charging it m any v. ay 
Bfasal At ] « 

*** Attachment of the salarv or allowances of servants of 
cXcnacai Government or a local authority may be made Jn /b® 
»CTv««» mannerprovided bj rule 48 of Order 21 of the First Schedule 

to the Code of Civil Procedure 1903 and the provisions m 
Si^uJe n ®ball for the purposes of this rule apply sub* 

Bengal Aoj modifications as may bf* necessary 


Aiuchmcni 
of nego' able 
im mincmi 

ntije a I 
schedule II 
Bei^al Act] 
Rule 3t 
Attachment 
of pnjpertv 

public officer 

mule S3 
Schedule II 
Seagal Act] 


Where the property is a negotiable instrument not depp- 
sited in a court nor in the custody of a public officer, me 
attachment shall be wade bv actual seizure and the instr^ 
m^t shall be brought before the Collector and held subject 
to his orders 

Where the property to be attached is m the custody of 
any court or public officer the attachment shall be made ® 
notice to such court or officer requesting that such property 
and an> intorest or dividend becoming payable thereon may 
be held subject to the further ordere of the Collector by 
■whom the notice is issued 

■r,t prooerty is In the custody 

4itle or p*-ionty ansmg betwwn 
the Income-tax Officer and any other person not being the 
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defaulter, clairning to be interested in such property by 
virtue of any assignment, attachment or otherwise, shall 
be determined by such court. 


In the case of attachment of movable property by ac- Rule 32. 
tual seizure, the officer shall, after attachment of the pro- inventory, 
perty, prepare an inventory of all the property attached, b- 9> Madras 
pue ‘;d32i JO pagpoi si ajaijAt soaid oq; ui gutAjpads 
shall forward the same to the Collector. A copy of the in- 
ventory shall be delivered by the officer to the defaulter. ' 


The attachment by seizure shall not be excessive, that 33 - 
IS to say, the property attached shall be as nearly as pos- not to be 
sible proportionate to the amount specified in the war- excessive, 
rant. 


Attachment by seizure shall be made after 
rise and before sunset and not otherwise. 


[s. 14, 

Madras Act] 

sun- 34 - 
Se zure bet- 
ween sun-rise 


and sun set. 


. [s. 15. 

, Madras Act] 

[s. 47, Bengal 

_ Act.] 

The officer may break open any inner or outer door Rule 35. 
or window of any building and enter any building in order Power to 
to seize any movable property if the officer has reason- break open 
able grounds to believe that such building contains mov-°°°”®*®' 
able property liable to seizure under the warrant and the >9 ^ 
o-Hcer has notified his authority and intention of breaking 
open if admission is not given. He shall, however, give all Bengal 
reasonable opportunity to women to withdraw. ^ 


The Collector may direct that any movable property * 
attached under this Schedule or such portion thereof as may scheduieli, 
seem necessary to satisfy the certificate shall be sold. ' Bengal Act] 

When any sale of movale property is ordered by the Rule 37- iss“e 
Collector, the Collector shall issue a proclamation, in the 
language of the district, of the intended sale, specifying ,65, first 
the time and place of sale and whether the sale is subject para, Bombay 
to confirmation or not. 

(1) Such proclamation shall be made by beat of drum 
or other customary mode, — how made. 

(a) in the case of property attached by actual seizure — [s. 165, 2nd 

(i) in the village in which the property was seized. Bombay 
or if the property was seized in a town or city, 
then in the locality in which it was seized, 
and 


(ii) at such other places as the Collector may direct; 

(b) in the case of property attached otherwise than by 
actual seizure, in such places, if any, as the Col- 
lector may direct. [Rule47)read 

with rule 40, 

( 2 ) A copy of the proclamation shall also be affixed on schedule 11 , 
a conspicuous part of the office of the Collector. Bengal Act] 



ZDO ^ 

ifter natural aecay value, no sale oi . ^ uriimg of 

I\t5" -p'r- 

aitAfiS«»S“s CoUcc.or-s o«.c. 

'yir the -'-P-'” ,, .s a,;r.cuUura. pr. 

SL-ri duce rhesaleshallheheld 


[Rule 
Sche II. , 
Bengal ActJ 


the sale shall be nem. 

fs dcpbsilcd ^ 

Ptavded that the 
held at the "/flf ‘ KV 

that the produce is inereoy 
age 

(„Where,onthepr^»«betn8putupor». 

r'place olf'X Ihe next market day, 

-Slet“ra?e?rrP^.^S”?e'«^ 

St. 'rir^ « .rfl 

ToU the arrival el such day, and the sale jt„„„g 

ffialeli,*' "“P f ^ „„es net admit el 

beinfstred nr can b? seld « “ f f ” fhe seld belore 
unripe slate (e g , ns Ereen "beat) « “ be entillri 

,t IS cut and gathered , and the purchase ^jy for the 

to enter on the land, “nd to do all that IS n 
purpose of tendmg or cutting or gathering 

, , , j. The property shall be sold by Pnbbe “^^andTlbe 

K W .S more loti as the ““ff by ‘be sale oi a 

non. amount to be realised by sale IS ?n;?S“ mraediately stop- 

[. -5 MnS- portion ot the property the «“'» shall be imm 
™Sctl ped uith respect to the remainder ol the loio 
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(1) Where movable property is sold by public auction, Rule 43 : Sale 
the price of each lot shall be paid at the time of sale or 

as soon after as the officer holding the sale directs, and 
in default of payment .the property shall forthwith be 1 ^“*' 57 i 
resold. Schedule II, 

Bengal Act.] 

(2) On payment of the purchase-money, the officer 
holding the sale shall grant a certificate specifying the 
property purchased, the price paid and the name of the 
purchaser, and the sale shall become absolute. 

(3) Where the movable property to be sold is a share in 
goods belonging to the defaulter and a co-owner, and two 
or more persons, of whom one is such co-owner, respec- 
tively bid the same sum for such property or for any lot, 
the bidding shall be deemed to be the bidding of the co- 
owner. 


No irregularity in publishing or conducting the sale Rule44: irre- 
of movable property shall vitiate the sale, but any person 
sustaining substantial injury by reason of such irregularity tu^any pcr- 
at the hand of any other person may institute a, suit in a son injured 
civil court against him for compensation, or (if such other may sue. 
person is the purchaser) for the recovery of the specific pro- [Rule 58, 
perty and for compensation in default of such Schedule n, 
recovery. 


Notwithstanding anything contained in this Schedule, ^ = 
where the property to be sold is a negotiable instrument or jnsfruments 
a share in a corporation, the Collector may, instead of direc- and shares in 
ting the sale to be made by public auction, authorise the corporations. 

sale of such instrument or share through a broker. [Order 21, 

Rule 76, 
C.i'.C.] 

Where the property attached is current coin or cxir- 
rency notes, the Collector may, at any time durmg the 
continuance of the attachment, direct that such coin or or currency 
notes, or a part thereof sufficient to satisfy the certificate, notes to the 
he paid over to the Income-tax Officer. “ 


PART III 

Attachment And Sale of Immovable Property. 
Attachment. 


[Order 21, 
Rule 56, 
G.P.C.] 


^ Attachment of the immovable property of the default^ Auachmeni!' 
shall be made by an order prohibiting the defaulter from 
transferring or charging the property in any way Md pr(> 
hibiting all persons from taking any benefit under sucn 
transfer or charge. 

A copy of the order of attachment shall be served on 
the defaulter. of attachment 

[S. 27, Mad- 
ras Act.] 



SCH. H 






the nouw - 

where any immovable P™g''^lam °b^* 

of service cf , 
notice '■^ ' 


Sole 

sale \ 

E?' 

BeOS>^ ACT 1 


„™-AaV ^y immovable Pf2PlSmtion°rf thc^'b*"’^' 

S' soli tile CollelWt *?',S'togu«e j jbe district, 
a sale to be made 


le to be made in the Hmguage ui ^ 

S.o„«!S'S£S«as5ay;“-'2 

fSiamattcn. and place of sale, antt snau 
pule 46 Cah curately as possible, 

^ Ad l' (a) the property to sol^ 


part thereof . is 


(0 "J rm"'^e recovery of .bleb the sale ic 

ordered; and jj— it 


(dl any"rth'cr thmg Sf °'in'°^“' “ 

“Srie‘;;^3tLe«W‘of’?mW-^^^ . 

V r„, lb. sale of immpvab 


iudge the nature and vaiue ui ‘ t* 

(1) Every proclamation for the sale propertv 

”.i party Ihi SSmde at some place on or near „i 

Sn p«- Cheat of drum or other cigt^ 
clamatioo. ,d_ nToclamation shall be affixed 


perty shaU be made mJle^a^d a copy 

by beat of drum or other custmi^ a conspicuous par* “ 

i.s,s St. t ?S“d «n»u“oSTart of the omce 

^lActi Of the Collector. , v„ntion 


IRule 


v,A she Collector. rodaination 

(2) Where the Collector so ^rect^ ^ch local 

Shan also be pufjlish^ “H^®fs?Mt?f suS publication shaU 
nev.-spaper, or m both; and the cost ol sucn p 

be deemed to be costs of the sale. 

riivided Into lots for 


wu. deemed to be costs of the sale. ^ 1 ts for the 

(3) Where the property is be necessary 

purpose of being sold separately, it s unless P^ 

to make a serrate proclamation for c^ CeUec- 

• '. pec notice of the sale cannot, in the p 

tor, otherwise be given. " 


tor, otherwise b e given. 

KCC KCtoa * 8 ( 7 ), Provincial iwolvcacy Aa. >9*®» 

Presidency Towns nsolvencT Act, 1909- 
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this Schedule Rule 54: 

shall, without the consent in writing of the defaulter, take"*’*™^ of sale, 
place until after the expiration of at least thirty days cal- [Rule 48, 
culated from the date on which a copy of the proclamation 
of sale has been affixed on the property or in the office of 
the Collector, whichever is later. 


The sale shall be by public auction to the highest bid- Rule 55.: 
der and shall be subject ^o confirmation by the Collector. Sale to bt by 

^ , ’ auction. 

[S. 3b (First 
part) Madras 

( 1 ) On every sale of immovable property, the person Rule 56: 
declared to be the purchaser shall pay, immediately after Deposit by 
such declaration, a deposit of twenty-five per cent, on the purchaser 
amount of his purchase money, to the officer conducting 
the sale; and, in default of such deposit, the property shall rRuie eS 
forthwith be resold. Sch. li, 

/■o\ mi. 11 - , Bengal Act.] 

ihe full amount of purchase -ttioney payable shall go: 

be paid by the purchaser to the Collector on or before the Sch. li, 
fifteenth day from the date of the sale of the property. Bengal Act.] 

In default of payment within the period mentioned in Rule 57 i 
the precedmg rule, the deposit may, if the Collector thinks Procedure in 
fit, after defraying the expenses of the sale, be forfeited to “ 

the Government, and the property shall be re-sold, and the ^ , 
defaulting purchaser shall forfeit all claims to the property ® 
or to any part of the sum for which it may subsequently Bengal Act.] 
be sold. 

All persons bidding at the sale shall be required to Rule 58: 
declare if they are bidding on their own behalf or on behalf Authority to 
of their principals. In the latter case they shall be required 
to deposit their authority, and in default their bids shall [S. 36 (P'^b) 
be rejected, 

. ( 1 ) Where immovable property has been sold in execu- Rule 59: 

bon of a certificate, the defaulter, or any person whose Application 
interests are affected by the sale, may, at any time within 
thirty days ftom the date of the sale, apply to the Collector prope- 
to set aside the sale, on his depositing — rty on depo- 

. (a) for payment to the Income-tax Officer, the amount 

specified in the proclamation of sale as thdt for the ^ ‘ ^ i 
recovery of which the sale was ordered, with inter- 
est thereon at the rate of six and a quarter per , 

cent, per annum, calculated from the date of the 
„ ' proclamation of sale to the date when the deposit 
is made; and 

(b) for 'payment to the purchaser, as penalty, a sum ' 

, equal to five per cent, of the purchase-money, but- . 

not less than one rupee. 

■ . ' (2) Where a person makes an application under the 
next rule for setting aside the sale of his immovable pro- ' ■ 
perty, he shall not, unless he withdraws that application, ,, 

be entitled to make' or prosecute an application- under this 



SCH II 


Rule 6o; 
Applicat on 
to set aside 
sale of iinnvo- 
vaWc prefer 
ty on fround 
of non service 
of notice or 
irregularity 
[S 83 Bengal 
A «1 


Where immovable property has been sold in execution 
of a certificate, the Income-tax Officer, the defaulter, or any 
person whose interests are affected by the sale, may, a* 
any time withm thirty days from the date of the sale, ap- 
ply to the Collector on the ground that notice was not 
served on the defaulter to pay the arrears as required by 
this Schedule or on the ground of a material irregularity 
in publishing or conducting the sale 

Provided as follows i— 


(a) no sale shall be set aside on any such ground un- 
less the Collector is satisfied that the applicant has 
sustained substantial mjuiry by reason of the non- 
service or irregularity, and 

(b) an application made by a defaulter under this rule 
shall be disallowed unless ihe applicant deposits 
the amount recoverable from him in execution of 
the certificate 


Rule 6i At any time witbm thirty days of the sale the pui- 
Sett ng wide cjjaser may apply to the Collector to set aside the sale on 
derauitee hM ground that the defaulter had no saleable interest m 
no «ie»ble the property sold. 

imereil 
p S4 &«Rga) 

A«] 

Rule 68 (1) Where no application is made for setting aside the 

Coftfirmauoa sale Under the foregoing rules or where such an apphea 
, ^ , tion 18 made and disallowed by the Collector, the Collector 

A »V shall (if the full amount of the purchase-money has been 
'''‘J paid) make an order confirming the sale, and, thereupon, 
the sale shall become absolute 

(2) Where such application is made and allowed, and 
where, m the case of an application made to set aside the 
sale on deposit of the amount and penalty and charges the 
deposit IS made within thirty days from the date of the 
sale, the Collector shall make an order setting aside the 
sale 


Rule 63 Re 
turn of pur 
chase money 


Sch 


Provided that no order shall be made unless notice of 
the application has been given to the persons affected 
thereby 

Where a sale of immovable property is set aside, any 
money paid or deposited bv the purchaser on account of 
the purchase, together with the penalty, if any, deposited 
0^1. .1, paymeht to the purchaser, and such interest as ihe 

Bengal Act) Collector may allow, shall be paid to the purchaser 

Rule 64 Sale 

(i) Where a sale of immovable property has become 
absolute, the CoUector shall grant a certificate specifying 
the property sold, and the name of the person who at the 
time of sale is declared to be the purchaser 

Such certificate ^all bear date the day on which 
the sale became absolute 


[Rule fi 
Sell H, 

BcT^al Act ] 

[» ,38 {5I. 
M&aruAct ] 
[> s8i. Bom 
bay Aft 1 
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( 1 ) Where an order for the sale of immovable property Rule 65: 
has been made, if the defaulter can satisfy the Collector Postpone- 
that there is reason to believe that the amount of the cer- ofs^e 
tificate may be raised by the mortgage or lease or private defaults’ to 
sale of such property, or some part thereof, or of any other raise amour 
immovable property of the defaulter, the Collector may, due under 
on his application, postpone the sale of the property com- certificate, 
prised in the order for sale, on such terms and for such 66: 

period as he thinks proper, to enable him to raise the 
amount. Bengal Act.] 

(2) In such case the Collector shall grant a certificate 
to the defaulter, authorising him, within a period to be men- 
tioned therein, and notwithstanding anything contained in 
this Schedule, to make the proposed mortgage, lease or 
sale: 

Provided that all moneys payable under such mortgage, 
lease or sale shall be paid, not to the defaulter, but to the 
Collector : 

Provided also that no mortgage,, lease or sale under 
this rule shall become absolute until it has been confirmed 
by the Collector. 

Every re-sale of immovable property, in default of pay- gg. 
ment of the purchase-money within the period allowed for presh procia 
such payment, shall be made after the issue of a fresh mationbefor 
proclamation in the manner and for the period hereinbefore re-sale. 

provided for the sale. ' [Rule 71, 

Sch. 11, 

Where the property sold is a share of undivided immov- Bengal Act.] 
able property, and two or more persons, of whom one is a 
co-sharer, respectively bid the same sum for such property to*^°hav( 
or for any lot, the bid shall be deemed to be the bid of the preference, 
co-sharer. 

Sch. II, 

PART rv 

Appointment of receiver. 

(1) Where the property of a defaulter consists of a gg. 

business, the Collector may attach the business and appoint Appointment 
a person as receiver to manage the business. of receive: 

- for business. 

(2) Attachment of a business under this rule shall be 
made by an order prohibiting the defaulter from transfer- 
ring or charging the business in any way and prohibiting 
all persons from taking any benefit under such transfer cr 
charge, and intimating that the business has been attached 
under this rule. A copy of the order of attachment shall be 
served on the defaulter, and another copy shall be affixed 
on a conspicuous part of the premises in which the busine.ss 
is carried on and on the notice board of the Collector’s 
Ofiice. 


SCH II 


Rule 69 Where immovable property is attached, the Collector 

App<i'ii-n»en* niav, instead of directing a sale of the property, appoint a 
of fwiver pefgQn receiver to manage such property. 

for inunov “ 


aWe property 
f« u8, Madras 



Rule 70 (1) Where any busmess or other property is attadied 

Powen of and taken under management under the foregomg rules, 
receiver the receiver shall, subject to the control of the Collector, 
have such powers as may be necessary for the’ proper 
management of the property and the realisation of the 
profits, or rents and profits, thereof. 

(2) The profits, or rents and profits, of such business 
or other property shall, alter defraying the expenses of 
management, be adjusted towards discharge of the arrears, 
and the balance, if any, diall be paid to the defaulter. 

Rule 71 The attachment and management under the foregoing 

Withdrawal rules may be uithdraum at any time at the discretion of 
of manage jjjg Collector, or if the arrears are discharged by receipt 
M*drM profits and rents or are olhervase paid. 

PART V 

Arrest onti detention 0/ the defaulter 


Rule 7» (1) No order for the arrest and detention in civil pn* 

iiSwlauie ® defaulter shall be made unless the Collector na* 

, . . , issued and served a notice upon the defaulter callmg upon 

(iw fc (icr appear before him on the date specified m the nouce 

Bengal A« ] 2nd to show C3use why he should not be committed to the 
{« 48 Part ®^vil prison, and unless the Collector, for reasons recorded 
Maia* Act j 10 ivTiting, IS satisfied— 


(a) that the defaulter, with the object or effect of 
obstructing the execution of the certificate, has 
after the receipt of the certificate m the Collec- 
tor's office dishonestly transferred, concealed, or re- 
moved any part of his property, or 

(b) that the defaulter has, or has had since the receipt 
of the certificate in the Collector’s office, the means 
to pay the arrears or some substantial part thereof 
and refuses or neglects or has refused or neglected 
to pay the same. 


(2) Notwithstandmg anythmg contained in sub-rule (1), 
a wapant for the arrest of the defaulter may be issued by 
^he Collector if the Collector is satisfied, by affidavit or 
otherwise, that with the object or effect of delaying the 
execution of the certificate the defaulter is likely to abscond 
or leave the local limits of the jurisdiction of the Collector. 

(3) tVhere appearance is not made in obedience to a 
notice issued and served under sub-rule (1). the CoUf-tor 
may issue a warrant for arrest of the defaulter 
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(4) Every person arrested in pursuance of a warrant 
of arrest under sub-rule (2) or sub-rule (3), shall be brought 
before the Collector as soon as practicable and in any event 
\t’ithin twenty-four hours of -his arrest (exclusive of the 
time required for journey) : 

Provided that, if the defaulter pays the amount entered 
in the warrant of arrest as due and the costs of the arrest 
, to the officer arresting him, such officer.-^ shall at once 
release him. 


When a defaulter appears before the Collector in 
obedience to a notice to show cause, or is brought before 
the Collector under the preceding rule, the Collector shall 
proceed to hear the Income-tax: Officer and take all such 
evidence as may be produced by him in support of execu- 
tion by artest, and shall then give the defaulter an oppor- 
tunity of showing cause why he should not be committed 
to the civil prison. 

Pending the conclusion of the inquiry, the Collector 
may, in his discretion, order the defaulter to be detained 
in the custody of such officer as the Collector may think 
fit or release him on his furnishing security to the satisfac- 
tion of the Collector for his appearance when required. 

- (1) Upon the conclusion of the inquiry, the Collector 
may make an order for the detention of the defaulter in 
the civil prison and shall in that event cause him to be 
arrested if he is not already under arrest : 

Provided that in order to give the defaulter an oppor- 
tunity of satisfying the arrears, the Collector may before 
making the order of detention leave the defaulter in the 
custody of the officer, arresting him or of any other officer 
for a specified period not exceeding 15 days, or release fi™ 
on his furnishing security to the satisfaction of the Collets 
tor for his appearance at the expiration of the specified 
period if the arrears are not so satisfied. 

(2) When the Collector does not make an order of de- 
tention under sub-rule ( 1 ), he shall, if the defaulter is imder 
arrest, direct his release. 

( 1 ) Every person detained in the civil prison in execu- 
tion of a certificate may be so detained, — 


(a) where the certificate is for a demand of an amorat 
exceeding fifty rupees-— for a period of six months, 
and 

(b) in any other case — for a period of six weeks . 
Provided that he shall be released from such detention— 

(i) on the amount mentioned in the warrant for his 
, detention being paid to the officer-in-charge o 
the civil prison, or 


Rule_73: 

Hearing. 

[s- 29 (2), 

Bengal Act.] 


Rule 74; 
Custodv pen- 
ding hearing. 

[s- 29 ( 3 ), 
Bengal Act.] 


Rule 75: 
Order _ of 
detention. 

[s. 29(4) and 
(5), Bengal 
Act.] . , 


Rule 76: 
Detention in 
and release 
from .prison, 
[s. 31, Bengal 
Act.] ' 
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(ii) on the certificate being otherwise fully satisfied, 
or cancelled, or 

(in) on the request of the Income-tax Officer or of 
the Collector : 


Provided also, that he shall not he released from such 
detention under clause (u) or clause (in) w ithout the order 
of the Collector 


(2) A defaulter released from detention under this rule 
shall not, merely by reason of his release, be discharged 
from his liability for the arrears, but he shall not be liable 
to be re arrested under the certificate in execution of which 
he was detained In the civil prison 


Rule 77 (1) The CoUcctor may order the release of a defaulter 

Rtiewe who has been arrested in execution of a certificate upon 
[j 30 Bengal being satisfied that he has disclosed the whole of his pro- 
A« 1 petty and has placed it at the disposal of the Collector and 
that he has not committed any act of bad faith 

(2) If the Collector has ground for believing the dis- 
closure made by a defaulter under sub-rule ( 1 ) to have been 
untrue, he may order the re-arrest of the defaulter m execu- 
tion of the certificate but the penod of his detention in the 
civil prison shall not m the aggregate exceed that authoris- 
ed by the preceding rule 


Rule 78 (1) At any time after a uarrant for the arrest of a de- 

,7^ fauUer has been issued, the Collector may cancel it on 
^4 of 111 jjjg senous illness 


{1 3 *. Bengal (2) Where a defaulter has been arrested the Collect©* 
1 may release him if. m the opinion of the Collector, he is 
not in a fit stale of health to be detained in the civil prison 


(3) Where a defaulter has been committed to the civil 
prison he may be released therefrom by the Collector, on 
the ground of the existence of any infectious or contagious 
desease, or on the ground of his suffering from any seri- 
ous illness 


(4) A defaulter released under this rule may be re- 
arrested but the period of his detention in the civil prison 
shall not in the aggregate exceed that authorized by this 
Schedule 

into , purpose of making an arrest under this Sche- 

dwell ng ho-- dule— 

{j 47, Bengal , . 

Act 1 (a) no dwelling house shall be entered after sun-set 

and before sun-nse • 

(b) no outer door of a dwelling house shall be broken 
open unless such dwelhng house or a portion there- 
of IS in the occupancy of the defaulter and he or 
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other occupant of the house refuses or in any way 
prevents access thereto; but, when the person exe- 
cuting any such warrant has duly gained access to 
any dwelling house, he may break open the door 
of any room or apartment if he has reason to 
believe that the defaulter is likely to be found 
there; 


(c) no room, which is in the actual occupancy of a 
woman who according to the customs of the coun- 
try does not appear in public, shall be entered into 
unless the officer authorised to make the arrest has 
given notice to her that she is at liberty to with- 
draw and has given her reasonable time and facility 
for wdthdrawing. 


in 


The Collector shall not order the arrest and detention 
the civil prison of — against arrest 


of women or 
minors etc. 


(a) a woman, or 

(b) any person who, 
unsound mind. 


in his opinion, is a 


[s. 33, Bengal 
Act.] [s. 48, 
minor or of Madras Act.] 


PART VI 


Miscellaneous 


Rule 81: 
Officers dee- 
med to be 

Every Collector or other officer acting under this Sche- acting judi- 
dule shall, in the discharge of his functions under this«^b-^^, 
Schedule, be deemed to be acting judicially Act.] 

meaning of the Judicial Officer’s Protection Act, looU. 18 of 1850. 


Every Collector or' other officer acting under pro^i- Rtde 82 : 
sions of this Schedule shall have the powers of a civil court 

for the purpose of receiving evidence, i-s .2 Bengal 

enforcing the attendance of witnesses and compelling e ^^4^ > 
production of documents. 

No certificate shall cease to be in force by reason of 
the death of the defaulter. 


If at any time after the issue of the certificate by the 
Income-tax Officer to the Collector the defaulter dies, the 
proceedings under this Schedule (except arrest and deten- 
tion) may be continued against the legal 
the defaulter, and the provisions of this ^dedule s 
^PPly as if the legal representative were the detauite . 

(1) An appeal from any original order passed by the 
Collector under this Schedule shall lie to_ the revenue au- 
thority to which appeals ordinarily lie against the orders or 
the Collector under the law relating to land revenue of * 
State concerned. 


Rule 83 : 
Continuance 
of certificate, 
[s. 42, Bengal 
Act.] 

Rule 84 : 
'rocedure on 
death of 
defaulter. 

[s. 43, Bengal 
Act.] 

Rule 85 : 
Appeals. 

[s. 51, Bengal 
Act.] 



(2> No appeal shall lie from any order of the CoHetfto- 
which IS, under any rule m this Schedule, conclusive 

(3) Every appeal under this rule must be presented 
within thirty days from the date of the order appealed 
against 

9 £>f . 60 S. (4) Section 5 of the Indian Limitation Act, 1908, shall 

apply to appeals under this rule 

(5) Pending the decision of any appeal, execution of the 
certificate may be stayed if the appellate authority so di- 
rects, but not otherwise 

(» 51 Bengii ( 6 ) No appeal shall he from any order passed on appeal 
under this rule 

Rule 86 Any order passed under this Schedule may, after notice 
to all persons interested, be reviewed ^ the officer v.no 
[1 M Bengal made tne order, or by his successor m office on account of 
mistake or error either in the making of the order or in 
the cour'p of any proceeding under this Schedule in which 
the order was made 

Rule 87 Where any person has under this Schedule become 
surety for the amount due ^ the defaulter, he may be 
r» M«<i weded against under this schedule os if he isere the oe* 
ni^«l fauUer 

Rule 88 Whoever fraudulently removes, conceals, transfers or 
Pensit «« delivers to any person any property or any interest therein 
jB BensaJ intending thereby to prevent that property or interest 
1 therein from being taken m execution of a certificate, shall 
be deemed to have committed an offence punishable under 
section 206 of the Indian Penal Code 1B60 

(1) When a defaulter is arrested or detained m the civil 
prison the sum payable for the subsistence of the defaul- 
ter from the time of arrest until he is released shall be 
s^eduie », home by tb® Income-tax Officer 

Bengal Act j ^2) Such sum shall be calculated on the scale fixed b/ 
the State Government for the subsistence of judgment- 
debtors arrested m execution of a decree of a civil court 

(3) Sum payable under th s rule shall be deemed to 
be costs in the proceeding 

Provided that the defaulter shall not be detained in the 
Rule prison or arrested on account of any sum so payable 

joToa The Central Board of Revenue may prescribe the form 

r^’^nL} order, notice vv arrant, or certificate to 




4S ofiSSo 

Rule 89 
Subtu«nce 
utiowance 


Powf ^ to Central Board of Revenue may make rule» 

maVc rul« Consistent with the provisions of this Act, regulating the 
t» 39 * Bengal procedure to be followed by Collectors and other officers 
Act ] acting under this Schedule 
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(2) In particular, and without prejudice to the genera- 
lity of the power conferred by sub-rule ( 1 ), such rules may 
provide for all or any of the following matters, namely — 

(a) the manner in which any property sold under this 
Schedule may be delivered; 

(b) the execution of a document or the endorsement of 
a negotiable instrument or a share in a corporation, 
by or on behalf of the Collector, where such execu- 
tion or endorsement is required to transfer such 
negotiable instrument'" or share to a person who 
has purchased it under a sale'under this Schedule; 

I 

(c) the procedure for dealing with resistance or ob- 
struction offered by any person to a purchaser of 
any immovable property sold under this Schedule, 
in obtaining possession of the property; 

(d) the fees to be charged for ^ny process issued under 
this Schedule ; 

(e) the scale of charges to be recovered in respect of 
any other proceeding taken under this Schedule; 

(f) recovery of poundage fee; 

(g) the maintenance and custody, while under attach- 
ment, of livestock or other movable property, the 
fees to be charged for such maintenance and cus- 
tody, the sale of such livestock or property, and 
disposal of proceeds of such sale; 

(h) the mode of attachment of a business. 

Nothing in this Schedule shall affect any provision of Rule 92 : 
this Act whereunder the tax is a first charge upon any Saving regar- 
asset. charge. 


THE THIRD SCHEDULE 


PROCEDURE FOR DISTRAINT BY INCOME-TAX 
OFFICER 

[See section 235(5)] 

Where any distraint and sale of movable property are Rule i : 
to he effected by any Income-tax Officer authorised for the Distraint and 
purpose, such distraint and sale shall be made, as far 
may he, in the same manner as attachment and sale of any 
movable property attachable by actual seizure; and the pro- ^ ^ 

visions of the Second Schedule relating to attachment and 
sale shall, mutatis mutandis, apply in respect of such dis- 
traint and sale. 
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Clause (Hi), part ..... 

Clause (ill), part ..... 

Clause (ie) ...... 

Clause (c) ..... . 

Clause (ri) ...... 

Clause {via) para, (n) . . . - 

Clause (via), para, (b) (Stc Finance Act, 1958) 
Clause (vii) ...... 

Clause (viii) ...... 

Clause (ix) ...... 

Clause (x) (a) ..... 

Clause (x) (b) "j 
Clause (x) (c) I . 

Clause (x) (d) f 
Clause (x) (e) J 

Clause (xi) ...... 

Clause (xia), (See Finance Act, 1958) 

Clause (xii) ...... 

Clause (xiii) ...... 

Clause (xiv) ...... 

Clause (vira), main para 

Clause (xiva), ist Frov. .... 

Clause (xiva), 2nd Prov. 

Clause (xiva). Explanation ... 
Clause (xv) ...... 

Clause (xvi) ...... 

Clause (xaii) ..... 

Clause (xviia) ..... 

Clause (xviib) .... 
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Clause 4(1) (d) 

Clause 4(2) 

Omitted, see notes. 

Clause 11(4) (iv) 

Clause ii(4)(i) 

Clause 11(4) (ii) 

CAwose 11(4^ (in') 

Clause 4(3) 

Clause 9(rV) 

Clause Q{iii) 

Clause 4(1) (e) (f) (g) 

Clause to 

Clause i2(i)(f), main para. 
Clause i2(i)(r), proviso, part. 
Clause I2(i){:'i) (b) 

Clause 12(1) (li) (a) 

Clause 12(2) 

Clause 12(3) 

Clause 12(4) 

Clause 12(1) ( 0 ) proviso, part. 
Clause 12(5) 

Clause 11(22) (t) 

Clause 11(22) (ii) 

Clause ii(26)(f) 

Repealed. 

Clause 11(15) 

Clause ii(7)(i) 

Clause 11(6) 

Clause 11(3) 

Clause 1 1(1) 

Clause ii(q6) (ii) 

Clause 11(21) 

Clause 1 1 (7), items (ii) to (r) 


Omitted; see notes. 

Clause 11(2.5) 

Clause 1 1(18) 

Clause 11(23) 

Clause 11(8) 

Clause 1 1(9), opening part. 
Clause 11(9) (ii) 

Clause 11(9) (0 

Clause 11(9), Explanation 2. 

Clause 1 1 (10) 

Clause 11(5) (0 
Clause 11(16) (t) 

Clause 1 1 (16) (ii) 

Clause ii(i?i) \id) 
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Clauw (in r) 

CUute 11(16) (m) 

(Jau»f (•»») 

CUme 11(15) 

CUme {*r) 

CUuse 11 ( 5 ) (■') 

damp 

Clause 11(37! 

CSauic ft !>■' 

Claurc 

Lait para part 

Clause i2[6) 

Laa( para part 

Clause 13 Ecplanat on (al 

Srction 4 

Ctautr (a) <i) 

Clause 6(1) fa) 

C!ai.»r <a (it) 

Claute 6(t) (i) 

CUu%e (a (i i) 

Claii- 6(0 (0 

C'auv: (a) <t<-t 

Omitted rrr notes 

Clao.r {« 

Clause 6(3 

C'aute (r^ 

CUuie fi(i) 

^-ciion 4B (f) 

CUute 6(6) part 

^fctton 4Dli) 

CUute 6(6) part 

Srciion 4R ) 

Omitted as unnecessary 

S«iion s 1) 

CU ise 137 

Vcti'injIiM tatT rr pan 

CUu-^iaSfl) part 

Srcuon V Uttfrpaft 

Clause 131(0 

Srcl w» 5(9^ farlirr piti 

Cause 136(0 part 

SrttioA 5^1) Utwr part 

Cause isOO 

•^rct on 5 3) tfarliw part 

Clause 136(0 pttA 

Srfiwn 3 3) latirr part 

Cause 138(3' 

Srrt on 5(1^) 

Clauie 196(3) 

Srciwn 5(4^ rarliff part 

Clause 135(1) 

Section 5(41 latter part 

Clause 131(3) (o) 

Sect on 5(31 earlter part 

CUus» 131(4) 

Srei Oft 5{3l latter part 

Cliu e i 3 t( 5 ) 

Seeiion 5 3.\I eat ler part 

Ctauie 131(6) 

Sect on 5(3 V latter part 

Clause 135^4) 

SeeiKrn 5 G) 

Clause 131(7) ittpar* 

Sect on 5(7) wonli Aw the purpoaei of t> u Act 

Omitted rrr notes. 

S ct on 5 7) (0 

CUusr 135 3 ) 

ttfction 5(7) [1 1 

CUu« fq 3) 

Seciipn 3 7t) mam para earltrrpan 

C.au«r 133 (0 

Seel* n 5 7 M man para Utter part 

Clause 133(4) mam para 

Sect on 5 7 V Ftp ana ion 

Clause 139 (4) rTolanaiion. 

SrcuonjI-P earl er port 

dauic 130 (*) 

Section 5 7B) Utter part 

Clause 140 

Vetlnn 5 7C mam para 

Claw 133 mam para 

Sec n.n 5 'C) in Prov 

Clause 133 Ptov 

Se«uon5*C' rndProtleo 

Clause 160 nxp’anauon i 

Sett on 5 0) 

Clause 130(1) 

Sect on 5.\ 

Omt eil m s evr of die propo- 

sed aU u on of the Appellate 
Tr bunal 

Sect tsti 6 

Cl* «e 1 4 

Sea>oo7(t) matn para, part 

CUiise 13 

Sectirti 7(«),ma npara, part 

Clause 17(1) 

Senif«j ?{0 «na B para, part 

rUusc 17U) 
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Section 7(1), isi Proviso. . 




Clause 88(i)(c) 

Section 7(1), and Proviso. . 




Clause 213 

Section 7(1), Expl. 1 . 




Clause 17(3) 

Section 7(1), Expl. 2, main part . 




Clause 17(4) 

Section 7(1), Expl. 2, Prov., p.art 




Clause 1 1(11) 

Section 7(1), Expl. 2, Pro\., part 




Clause ii(i2l 

Section 7(r), E-xpl. 2, Prov., part 




Clause ri(i4) 

Section 7(1), Expl. 2, Prov., Part 




Clause 296; See also clause 

Section 7(a)(t) .... 




Clause 16(1) 

Section 7(a) (t'i) 




Clause i6(ii) 

Section 7(2)(iia), main para. 




Clause i6(fn), earlier half. 

Section 7(2)(na), Prov. 




Clause iG(j!i), latter half. 

Section 7(2) (lii) . 




Clause 16 (;i) 

Section 8, 1st Paia. 




Clause 18 

Section 8, ist proviso, earlier part 




Clause 1 9 

Section 8, 1st proviso, latter part 




Clause 21 

Section 8, and proviso 




Clause 87(1) 

Section 8, 3rd proviso 

Sectiqn 8, Explanation — 




Clause 188. Compare clause 
87(11) also. 

Clause (a), part 




Clause 20(1 )(i) 

Clause (a), last lines 




Clause 20(2), main para, part 
"and clause 40(d), part. 

'clause ( 4 ), first line 




Clause 20(2), E.xpl. 

Clause ( 4 ), part 




Clause 20(t)(rt) 

Clause ( 4 ), last lines 

Section 9(1) — 




Clause 20(2), main para, part 
and clause 40(d), part. 

Opening para. 


* 


Clause 22 , 

Clause (i), part 




Clause 24(i)(ii)(o) 

Clause (i), part 




Clause 24(1) (ii) ( 4 ) 

Clause (li), main para. . 




Clause 24(1) (fii) 

Clause (I'l), Proviso 




Omitted, as obsolete. 

Clause (Hi) .... 




Clause 24(i)(iE) 

Clause (.e), main para. . 




Clause 24(1), items (c) to (viii) 

Clause (lEj, proviso 




Clause 25 

Clause (e) .... 




Clause 24(1) (i.t) 

Clause (ri) .... 




Clause 24(i)(.s:) 

Clause (e.j) .... 




Clause 24(i)(xi) 

Explanation . . . - 

Section 9(2) — 




Clause S/I.iii) 

First para. .... 




Clause 23(1) 

I St Prov. .... 




Clause 23(3) 

2nd proviso, except last l>nc 




Clause 23(4) 

2nd proviso, last line 




Clause 24(2) 

3rd proviso .... 




Clause 04(i)(t) and 24(1) 

Expl. 

Section 9(3) .... 




Clause 26 

Section 9 (4) (a) .... 




Clause 27fi) 

Section 9(4) ( 4 ) . 




Clause dylii) 

Section 9(4) (c) (S« Finance Act, 1958) 



Clause 27(e) 
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Seciion lo, Sub-««Uon (*J 

Section JO, Sub-secliw (2) — 

Opening paragraph 

Clause (0 wuhoui the prowiio 
Clause (0 proviso 
Clause (w), without the proviso 
Clause (m), proviso 
Clause (iif) mam part 
Clause (uO, proviso, pa« 

Clause («i) proviso, part (last J7'wor<l5) 

Clause (m), Explanation 
Clause (u), pail (foi tmildingi) 

Clause lie) part (for nvachinny etc ) 

Clause (u) part (for stocks etc ) 

Clause (») part (for bu Wings) 

Clause (e) part (for machinery etc ) " 

Clause (n) iint para part 
Clause (cO first para pare 
Clause (n), second para . with m clauses (a) (1) 
and (c) 

Clause (n) proviso (a) 

Clause (rf), proviso (11 part 
Clause (n) proviso {*), part (referring 10 pre 
j 939 Iran) 

Clause (61) proviso ( } 

Clause (tie), part 
Clause (vw), part 
Clause (naj pare 
Clause (ni) main para. 

Clause proviso (j) 

Clause /«i) proviso (h) earlier pari 
Clause (nS), pros iio (t) latt r half 
Clause (ri6), proviso last para 
Oause (ml, fint para. 

Clause (i II j , first proviso 

Clause (nO Second Proviso pan 
Clause (fit) Se''on<f ptoviso pan 
Clause (cii) Third proviso 

Clause- ( chJ, Fourth proviso, part * 

Clause (ml, Fouith proviso part 
Oause (ml.Firih 

peon so 

Clause (riii) 

Clause (w), earlier part 
Clause (u) latter part 
Oause (»), mam para 


Clause a8, opening paragraph 
and sub-clause (t) 

Omitterf,*! dedufliossiiave been 
listed in separate clauses 
Clause 3o(fl)(i)(o) 

ClauK 3S(i)(a) 

Clause 30(a)(i)(J) 

Clause 38(t)(4) 

Clause 36(3), mam part 
Clause 4o(al(i) 

Omitted as repeated m existing 
srciioo jo(4Vii) Stt notes to 
Clause 40 

Clause 3^(3), Explanation 
Clause 30(f) 

Clause 3>(<t) 

Clause 36(1) 

Clause 30(4 )(m) 

Cl3iue3i(t) 

Clause 32(1X0 
Clause 32(0(i>) * 

Omnird, w obsolete. 

Clause 34{i), part , 

Clause 32(2) 

Omnt'd 

Clau.e 34(2) 

Clause 32(i)((((), mam para. 
Clause 32(t}(tii}, Explanalion 
Clause 34(e)(ii) 

Clattte 33 
Clause 34(0> pan 
Clause 34(3)(9) Exception 
Clause 34(3)f«' mam para 
Clause 34(3)(6) 

Clause 32{j)(ui) mam pant, part 
Clause 32(tXipj, mam para, 
pan 

Clause 41(2), main para 
Clruse 41J2X, Explanation 2 
Clause 3a(i)(M) Explanation 
Clause 41(3), mam para and 
E-xplanation 1 

Omitted m vieu of proposed 
draft for s jofa) (ni), 3rd 
proviso 

Clause 41(2), Explanation 3 
Clause 36^5) 

Clause 30(1!) 

Clause 3812) 

Claus' 36(a), opening para. 
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last para 

last para UiiwhaK 
Section io(6) 

Section 10 (7) 

Sect on II 
Sect on 12 — 

Sub-section (i) 

Sub s'ction (ivl) 

Sub-sect on («B) 

Sub sect on (2) — 
jna n par* 
main par* P“* 

Pros so 

Sub sections (3^ ^ W) 

Sub section {5) "" 
part 
part 
Sect on 12^ 

Sect on «2<^ 

Section 12B 

Sub-sect onO)— 

man par* earl ler part 
mam para latter part 
istptoMSo part 
Ml pro' 1*0 P*“ 
and pro so earl er half 
andprotiso latter half part 
andprovso latter half part 

Sub-secuon <21— 
cpening lines 
Clause It) 

Claus* 00 P“i 
Clause (11) P*'* 

Clause 00 part 

IstptOMSO 
and pros tso part 

2nd prov so part 
3rd proviso part 
3rd pro' so part 

3rd pros ISO part 

3rd prov v3 part 
3Td proMso part 
4th pros ISO 

Sub sect on (3)— 

mam para earl -r half part 
mam para earl et half pan 
man para earl er half part 


cuu.tial")."!”™"*''”'’ 

C^H 3 tO 
Clause 28 Oil) 

CSausc 44 P*rt 
Repealed 


Clause 58(1) 

Clause 58 (2) O') 
Omitted asipcnl 

Clause 60 (0 
Clause 60 C«0 
Clause Cl 

Clause 60 (li) 
Clause 62(2) 

Claiuf 

Clause 62 (1) 
Clause 39 
Clause 187 


Clause 43 
Clause 4O 
Clause 47 (0 
Clause 4? (11) 

Clause 47 (•») 

Cb«K 4 «tO 

Cl.»c 4 «( 7 ) = 


CUuie 48 ,cpcii>nsl'"« 

Clause 48 (1) 
aatisc 48 00 
Clause 50 10 (0 
Oause 57 10 
Clause 54 
Qause 3 * I*) 

Clause 51 (2) 

Clause 50 (0 
Clause 50 (2) (0 (r) 

Clause 50 (3) CO P“^ 

Clause 50 (3) O') 1*' 

Clause 50 U) CO 
Clause 52 

ClauesoW openmglmcs 

aause s° C2) 0 ) CO 

Clause 50 (3) CO P“* 
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main para, earlier half, part 
main para, earlier half, part 
main para, lattter half 
Proviso (:), part 

Proviso (i), part 
Proviso (i), part 
Proviso (ii) 

Sub-section (4) — 

Clause (a) . . ' . 

Clause (i) 

Section 13, main para 
Section 13, Proviso, part 
Section 13, Proviso, part 
Section 14 (1) . 

Section 14(2) lo (5) : — 

For income-tax 

Sub-section (q), . 

Clause (a) 

Sub-section (2), 

Clause (aa), main para 

Sub-section (2), . 

Clause (i) 

Sub-section (3), ma'n para 
Sub-section (3), Explanation . 

Sub-section (3), Proviso . 

Sub-section (4) . 

Sub-section (3) 

For Supci-tax 

Sub-section {2) {aa), main para 
Sub-section (2) (aa1, proviso 
Sub-section (3) 

Sub-section (4) . . - 

Sub-section {5) . • • 

Section 15 
Sub-section (i) . 

Sub-section (2) . . . 

Sub-section {aA) 

.Sub-section (3) ■ 

Section 15/I, earlier part . 

Section 15.4, latter part 

Section 15-fl : — 

For income-tax 

Sub-section (i), main para 
Sub-section (t), ist Proviso 
2nd Proviso (a) 

2nd ’’roviso (A) 

Sub-section (2), main para 
Sub-section (2), Explanation . 


Clause 50 (3) (ii) (a) 

Clause 50 {4) (a) 

Clause 50, Explanation. 

Clause 50 (2). opening lines of 
sub-clausc (f). 

Clause 50 (2)(i) {b) 

Clause 50(3) (i},part. 

Clause 50 (2) {ii). 

Clause 55 
Clause 56. 

Clause 150 (i), main para. 
Clause 150 (i). Proviso. 

Clause 150 (2) 

Clause 1 1 (2) 

As given below. 

Clause 87 (ill) 

Clause 87 (if) 

Clause 87 (») 

Clause 82 (i) 

Clause 82 (2; 

Clause 82 (3) 

Clause 83 
Clause 84 

Clause T 1 1 , part. 

Clause III, parL 
Clause 105 
Clause 106 
Clause 107 

Clause 88 (l) (a) 

Clause 88 (l) (A) 

Clause 88 (2) 

Clause 83 (3) 

Clause 81 
Omitted. 

As given below : — 

Clause 89 (i), part. 

Sec “For Super-tax”, below. 
Clause 89.(2) 

Clause 89 (3) 

Clause 89 (5) 

Clause 89 (6/ 
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CUuM 89 (4) 


It Proviso 


Sub-s<ciion (2^) 

Sub-s<ction (3) 

For SypfT-tax 

Section 15 
Section la B 10 '' 

Section 15C— 

For iBcome-*®* 

Sub-scction (i) 

Subjection 

Subjection ^a^ 

Subjection fs) 

Sub-section U> 

SubjCrt'on (s^ 

Subjection (6) 

Fornpcf MX— 

Section 15 C 

Semor >6 

S^.on.Sl.UD.'^'-'" 

Section i6 (1), W“" 

Main p»«i 
>t«in pira Utt« 

1st Prosnso 
and Proviso, p»ft 
and Proviso part 
3rd Proviso earlier half 
3rd Proviso, UtierluK 

SectMin 16 {a),tnainpait part 
Section 16 M main pan., port 
Sccl.oni6(2) mam para, part 
Section l6Ca) Prmiso 
Section 16 (3l 

Section 17 , 

S«i.«i.7(0 
Section 17 W.part 
Section 17 (*' part 

Section 17 W.part 

Section t7 (3I part 
SecUoni7(3^ ^art 
Section 17 (3).part 
S'ction 17 (4I 

Section 17 C5I 


Clause 109 (O.par* 
Clause 109 (4) 

A, give 1 below - 


Clause 85 (t) 
Caante 85 (*) 
Clause 85 (3I 
Clause 85 (4) 
Clause £8 
Clause 82 Is' 

Clause 82^61 


Clause 110, part 
Clause 63 

Omitied See Section IS 
hair 

Clau.e 69 li) 

CUuse 69 (4) 


A laiier 


Clause 63 

Clause 64 
Clause 66, («) 

Clause 66, ( 4 ) 

Omined 
Cluase 63 (0 
Clause 6a ffl) 

Clause 8 
Clause 59 (0 
CUuse 59 la) 

Clause 59 tj' 

Clause 67 
Cause 124 (») 

CUuse 124 I*) 

Clause 124 13) 

CUuse 124 U) 

Clause 83 (t). opening Imo- 
CUuseSg lO.part- 

CUusc 121 
CUuse 109 (0iP“* 


Uusc 1 10, part 

Sause 111, part 
hnitted, as *. 14 (*) 

longer on the statute book. 

^inui dtfiwtioa of 

R-W”' 
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Section 17 (6), opening lines, part . - . 

Section 17 (6), opening lines, part, (words “incltid- 
ing super-tax”). 

Section 17 (6), clause (t), .... 
Section 17 (6), clause (ii), main para . 

Section 17 (6), Clause («), Proviso . - . 
Section 17 (7), part ..... 
Section 17 (7). p.irt ..... 
Section 18 (i) . 

Section 18 (2), main para .... 
Section 18 (2), Proviso .... 
Section 1 8 (2/i), earlier part 

Section 18 (2.-1), latter part 
Section 18 (nB), main para 
Section iC (2B), Prov., p.art 
Section 18 (2B), Prov., Part 
Section t8 (2B) Prov., part (re: order by Income 
tax Officer). 

Section 18 (3), main para . ' 

Section 18 (3), Prov. ..... 
Section 18 (3.-!), main para 
Section t8 (3.d). Pro\. .... 
Scaion 18 (3B), main para. 

Section 18 (3B), ist Prov 

Section t8 (3B), 2nd Prov. 

Section 1 8 (3C) 

Section 18 (3D), main para 

Section 18 {3D), Prov. .... 

Section 18 (4) . 

Section j8 (5), main para earlier h.alf, part . 

Section 18 (3), main pa-a, earlier half, part 
.Section 18 (jl, m.ain para, latter half, p.art . 

Section 18 (5), main para, latter half, part . 
Section t8 (.3), Ist Prov .... 

Section i8 (3), 2nd Prov., part . . . . 

Section 18 (3), Qnd Prov., Part ... 
Section 18 (5), 3rd Prov., Part . 

Section 18 {5), 3rd Prov, part 
Section 18 (6) . 

Section 18 (7) . 

Section 18 (8) . 

Section 18 (9) . 

Section 18, Expl. ..... 
Section i8.\ (t) (a), mainpara, earlier half, part 
Section 18A (i) (a), main para, earlier half, part 
Section 18.-V (1) (a), main para, earlier half, part 
Section 18A (i) (a), main para, earlier half, p.art 


Clause 125, opening lines 
Omitted 

Clause 125 (a) 

Clause 125 (6), main para 
Clause 125 (fc), Prov. 

Clause 126 

Covered by clause 126 

Repealed 

Clause 20 1 (t) 

Clause 201 (3) 

O.-nitted, as repeating existing 
S-18 (2) 

Clause 201 (6) 

Clause 201 (2) 

Clause 205 (i), part 
Clause 205 (2) 

Omitted, as unncccssar)’. 

Clause 202 (a) 

Clause 205 (l), part 
Clause 202 (b) 

Clause 205 (t), part 
Clause 204 (i), main para 
Clause 20 j (i), part 
Clause 204 (i), Prov. • 

Clause 204 (2) 

Claitsc 203 
Clause 205 (i), part 
Clause 206 

Clause 207, main para, earlier 
half. 

Clause 246 (i), earlier half 

Clause 207, main para, latter half 
part. 

Clause 246 (i) latter half. 

Clause 207, main para, latter 
half, part. 

Clause 207, 1st Prov. 

Clause 246 (i), 1st Prov. 

Claus; 207, 2nd Prov. 

Clause 046 (i), 2nd Prov. 

Clause 208 
Clause 209 
Clause 2 to 
Clause 21 1 
Clause 212 
Clause 215 (i) 

Clause 216 

Clause 217 (a), earlier half. 
Clause 2 i8 (1). 





Section tCA (0 (“). P*“ 

Seciion tBA {i) (a), main para, eartierhalC part 

Section i8A to (Oj ““'t para, bttet t»alf, pan 

Section tBA (i) t»}, tnain para, taUet hrff, part 

Section iBA (0 (a), i« Prov 

Secijon jB.^ (i) (a), and Prov 

Section i8A (i) («5, 3rd Prov 

Se«ioo 18A (0 (0 

Section 18A (a], main para 

Sectitni iSA (a), Prov 

Seaion tBA (3) 

Section j8.A {4) 

Section 18 \ I5) , mam para part cl (J> 

Section t8A t5^ tnain para, part 
SectiOfl t&.\ (5), rnain para, part 
Section iBA (5), mam para part 


QaieeaiS (a) 

Clause 919(1} main para 
Clauteai? (a), latter half 
Clause 2{7 (»} 

Clause ai9 (t) Frov 
Clause ai7 Expl 
Clause 91& (3) 

Clause 919 (a) 

CIau«c 920 (fj 
Clause 310 (1} 

Clause 3*0 {3) 

Clause 33t 
Omitted as spent 
Clause 312 (t), part 
Clause 323 (t}. part 
Ostisr * (33) definition 

"resular assfifsaienj” 


Section tBA, (3}, lu Ptow 
SeetKW jM Ij}, end Pro*' 
Section ia.\ (6}, mam para 
Section 18A (6), tst Pror 
Secucin tBA (6), and Prov 
Section! BA (6) 3rd Pror 
Section 18A (6), 4th Prov 


Sertion 18.A (6), jih Prov 
Section iB.^ (7} 

Seaion jg% (fl) 

Section 18A (9), mam para 
SecUon «8A (9), Proviso 
Section tBA («o) 

Section i8\ (tt) 

Seaion iSA tti) 

Secuon 19 
Seaion tpA 
Section 20 
Seaion 90 \ 

Section 9» 

Sfrtionaa (ij 
Seaion 22 (i) 

Seaion 22 (id), part 
Se«ion 22 {‘lA], part 
Seaion 92 (3) 

Seitjoa 22 {4) 

Seaion 22 (5) 

Sew^r^^j) 

Seaion 23 (2) 

Seaion 93 (S) 

Secuonas (4}.main para, earUer hall 


Clause 322 (2} 

Clame 333 (1), part 
Cla ise 333 (*)iP*rt 
Clause 323 (<)/pVt 
Clause 933 (2) 

Clause 923 (3) 

Otiiiied, at tli» dr*Xt proposed 
fotS tBA(6)iiumpara.appli 
e» tlte rule contained in the 
Pros for all Cases. 

Claiue 333 (4) 

Clause 334 
Clause 323 (j) 

Claiue 262, earlier haUl 
Clause 383, laiier half 
Clause 326 
Clause 227 
Clause 338 
Clause 300 (1) 

Clause !66 {4) 

Clause 167 
aause 166 (s) 

Clause 1G6 (a) 

Clause 243 (1) 

Clause 143 (2) 

Clause J43 (3) 
eSause 80 
Clause 143 (4) 

Clause 146 (i) 

Clause 146 (5) 

Clause 147 (i) 

Clause 147 (2) 

Oause >47 {3) 

Clause r48 (j> 
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Section 23 (4I, main para, latter half, part . 

. Clause 193 (2), part 

Section 23 {4), main para, latter half, part . 

. Clause 192 (6) 

Section 23 (4) , Proviso 


. Clause 193 (2), part. 

Section 23 (5), opening lines 


. Clause 189 (i), opening lines 

Section 23 (5) (a), main para 


. Clause 189 (i) (i) and (lij 

Section 23 (5) (a), ist Prov. 


. Clause 189 (2) 

Section 23 {5) (0), 2nd Prov. 


. Clause 189 (3)' 

Section 23 {5) (a) 3rd Prov. 


. Omitted, as unnecessary 

Section 23 (5) (fj) 

. - . 

. Clause 190 

Section 23 (6) . 

• . • 

. Clause 165 

Section 23-.^ — 

Suh-scction (1), part 


. Clause J13 (i) 

Sulvscction (t), part 

• • • 

. Clause 113 (2) 

Sub-section (i), part 


. Clause u8 

Sub-section (2) 

. 

. Clause 114 

Sub-sections (3) to (7) 

« a • 

. Repealed 

Sub-section ( 0 ) 

. 

. Clause j 15 

Sub-section (9) 

. 

. Clause 1 16 

Explcnatim t — 

Clause (a) ... 

• 

. Clause 117(1), part 

Clause {6)Ci), main para 

. 

. Clause 117(1), part 

Clause (i>)(i), Proviso 

. • 

. Clause 95(1), part 

Chause (6)(ii) . 

. 

. Clause 117(1), part 

Clause (6) (ill), main para, earlier half 

. Clause 117(1), part 

Clause (i)(tit), m.ain para, latter half, part . 

. Clause 117(2), main para 

Clause ( 4 ) (til), m.ain para, latter h.alf, part . 

. Claifee 117(2), E-xplanation 

Clause ( 4 ) (i'll), Proviso 

. 

. Clause 95(2), Proviso 

Explanation 2 — • 


Clause 120 

Section 23B(i), earlier part 


. Clause 143(1) 

Section 23B(t), latter part . 


. Clause 145(2) 

Section 238(2) . 


. Clause 14513) 

Section 238(3) . 

a 

. Clause 145(4), 

Section 238(4) . 


. Clause 143(7) 

Section 238^5) . 


. Clause 244 

Section 238(6) . 


. Clause 245 

Section 238(7) . 


. Clause 145(5) 

Section 238(8) . 


. Clause 145(6; 

Section 24(1) — 

mam para 

. 

. GlauJC73(i) 

1st Proviso 

• • > 

. Clause 74(1) 

2nd Proviso, earlier half 

• 

. Clause 78^1) 

2nd Proviso, latter half 

. . • 

. Clause 76(1) 

Expl, I . . . . 

a • • 

. Clause 28, Expl. 2 

Expl. 2 . . . . 

. 

. Clause 42(6) 

Section 24 (2) — 

main para, part 

• • « 

. Clause 7312) 

main para, part 

. 

. Clause 73(4) 

main para, part 


. Clause 74^2) 

main para, part 


. Clause 74(4) 
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Section i8A (i) (tf), main para, earlier half, part 
Secuoti tSA. (0 (a), main pMa.CMhw half, part 
Section i8A (i) (a), mam para blurhaif^pvt 
Section i8A (i) (a), mam para, buer half, part 
Section i8A (ij (a), tst Prov 
Section tSA (i) (a), and Prov 
Section iBA (t) (o5, 3rd Prov 
Section «8A (1) (t) 

Section 18A (a), mam para 
Section j 8.\ (a), Prov 
Section 18A (3I 
Section i8.\ (4} 

SecUon 18A (5),mainparaparit» el (») 
Section t8 V {5) main para part 
Section i 8\{5), mam para, part 
Section 18A (s), mam para, part 

Section 18A (3) 1st Prov 
Section tSA (5), and Prov 
Section >8A (S), maiA para 
Section tSA (6), tsi Prov 
Section i&A (6) and Prov 
Section |8A (dj.grd Prov 
Section 18A (6), 4th Prov 


S«j)<» jfiA (6) 3ih Prov 
Section 18A (7] 

Section 18A (8) 

Section iSA (9) main para 
Section l8A (9), Proviso 
Section 18A (10) 

S«« on 18A (u) 

Section z8A (13} 

Section 19 
Section 19A 
Section ao 
Section aoA 
Section at 


Section aa (tj 

SeeiKsi S3 {s) 

Sectional (ad), part 
Section aa (ad) pari 
Section 21 (3) 
Section aa (4) 
Section 21 (5) 
SectipAa3 (i) 

Secrion 23 (a) 
Section a3 (3) 


Section 23 (4). mam 


Clause 2t8 (a) 

CJaure 2f9 0 ), rntiia para 
Cbuse at7 (a), iattet half 
Clause 317 (a) 

Clause 219 (i) Prov 
Clause 317 
Clause 2j8 (3) 

Clause 2ig (i) 

Cbuse 230 (i> 

Clause 230 (a) 

Cbuse 2ao (3) 

Clause 221 
Omitted, as spent 
Clause 232 (i),part 
Clause 212 (1) part 
Clause 2 (33> » * definition 

• regular assessmeiit ’ 

Clause 222 (2) 

Cbuse222 (1), part 
Clause 223 (t),pwt 
Cbuse 223 (i), part 
Clause 233 (2) 

Cbuse 223 (3) 

Om ited as the draft propored 
forS t8A(6)inainpaivappl« 
es the rule eonttined in tbe 
Prot for all cases 

Cbuse 223 (4} 

Cbuse 224 
Clause 335 (i) 

Clause 382, earlier half 
Clause 282, latler half 
Cbuse 226 
Clause 227 
Clause 228 
Cbuse 200 (i) 

Clause ]66 (4) 

Cbuse 167 
Clause t66 (t) 

Cbuse ifiS (2) 

Clause 143 (t) 

Clause r43 (2) 

Clause 143 (3) 

Clause 8a 
Clause 143 (4) 

Cbuse 146 (i) 

Clause 146 (5} 

Clause J47 (t) 

Clause 147 (a) 

Cbuse 147 (3) 

Cbuse 148 (f) 


para, earlier half 
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Section 23 (4^, main para, latter half, part . 

. Clause 193 (2), part 

Section 23 (4), main para, latter half, pari . 

. Clause 192 (6) 

Section 23 (4) , Proviso 



. Clause 193 (2), part. 

Section 23 (5), opening lines 



. Clause 189 (1), opcnlnglincs 

Section 23 (5) (n), main para 



. Clause tSg (1) (i) and (li) 

Section 23 (5) (o), tst Pfov. 



. Clause 189 (2) 

Section 23 (5) (n), 2nd Prov. 



. Clause 189 (3)’ 

Section 23 (5) (n) 3rd Prov. 



. Omitted, as unnecessary 

Section 23 (5) (6) 



. Clause 190 

Section 23 (6) . 



. Clause 165 

Section s^-A — 

Sub-section (t), part 

. 

. 

. Clause 113 (i) 

Sub-section (i), part 



. Clause 113(a) 

Sub-section (t), part 



. Clause ti8 

Sub-section (2) 



. Clause 114 

Sub-sections (3) to (7) . . 



. Repealed 

Sub-section ( 0 ) 



. Clause 115 

Sub-section (g) 



. Clause 1 16 

Rxplanalion 1 — 

Clause (a) ... 

. 

. 

. CLiusc 117(1), part 

Clause (fc)(i), main para 

. 

. 

. Clause 117(1), part 

Clause (i)(i). Proviso 



. Clause 95(1), part 

Clause (6)(»i) . 

. 

. 

. Clause 117(1), part 

Clause (i){m), main p.ara, earlier half 


. Clause 117(1), part 

Clause (6)(m), main para, latter half, part . 

. Clause 117(2), main para 

Clause (6)(tii), main para, latter half, part . 

. Cla\ 2 .c 117(a), Explanation 

Clause (6)(m), Proviso 

• 

• 

. Clause 95(2), Proviso . 

Explanation 2 — 

Section 230(1), earlier part 



Clause 120 
. Clause 145(1) 

Section 2313(1), Latter part . 



. Cl.ausc 145(2) 

Section 230(2) . 



. Clause 14513) 

Section 230(3) . 



. Clause 145(4), pa""! 

Section 230(4) . 



. Clause 145(7) 

Section 230^5) . 



. Clause 244 

Section 230(6) . 



. Clause 245 

Section 230(7) . 



. Clause 145(5) 

Section 230(8) . 



. Clause 145(6; 

Section 24(1) — 

main para 


* 

. Glauie 73(1) 

1st Proviso 



. Clause 74(t) 

2nd Proviso, earlier half 



. Clause 7811) 

2nd Proviso, latter half 

• 


. Clause 76(1) 

. Expl. I . . . • 

« 


. Clause 28, Expl. 2 

Expl. 2 ... • 

• 


. Clause 42(6) 

Section 24 (2) — 

main para, part 

. 

. 

. (JIause 73t2; 

main para, part 

. 

. 

. Clause 73(4) 

main para, part 

. 

. 

. Clause 74(2) 

main para, part 

. 

• A • 

. Clause 74(4) 
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proviso (4) 

Prowsc (6) 

Provso{J) part 
Proviso {() cr part 
Proviso (c) la ter part 
Proviso {d) 
pTov so (0 
Provsotf) 

S«cl on a4 (sii) 


Kepealeil 
Qausc 73 [ 3 i part 
Oaant part. 
Clause 76(a) 

Oauie 73t3)(« 
Clause 77 
Clause 79 

Oin rtesi *4 obsolete 

aause73(0 


;on24 (aB) 

daiue 75(9) 

part 

Clause 75(3) 

t oa 94(3} 

Clause 1&4 

SecUoaa4A(t) main para eaderlialf 

Clause 164(1) 

Sfctona4A(0 mam para laucrbalf part 

Cause 164(a) 

Sect 0 a4A(i) nu i> para latter half part 

Clause 164(3) 

Seetion 94 A(i) Prov 

Omiitert as unnecessary 
draft as framed. 

Sect oa 94Af9} 

Clause 184(4) 

Scetona^(i) pan 

Clause s68(t} part. 

S«t<ina 4®(0 

Clause iC8(6) 

Sect OR 348(1} part 

dause 168(5) 

Sect on 048 a) 

Clause i68(a] part 

Secuon 948(3) 

Clause 168(a) pan 

S«cton 3 S(i} part 

Clause 165(1) 

Sect on 95(1) part • 

Clause 189(4) 

Sect oa 95(a) earl er pan 

Claise 18913) 

Sect on 95(9) ta ter part 

dause aSt 

Sect on 95(3) part 

□ause 13(1) 

Sect on 95(3] part (appi cable (0 ncome-tax) 

Clause 9i(i) part 

Sect on 95(4) part 

Clause 13(3} 

Sect on 95(4) part (appl cable lo acome-taa) 

Clause 9t(i) part. 

Section 25(4) Proviso («) 

Clause too 

Se« on 95I4) Ptov 5o(4) 

Clause 13(3) 

Sect on 95(5) 

Clause 91(9} 

Sect on 95(6) 

Clause 322 

Section a^(i) mam para earl er part 

Qause i8i{9) part 

SechonsjAfi) man para latter pan 

Clause <8i{3) 

Sect on 95A(i) Proviso 

Clause t 3 i(a) part 

Srci nn sjAfa) main para part 

Clause >60(4) 

Sect on 95A(9) mam para part 

Clause 181(4) (*) 

Secton95A(a) main para part 

Clause 181(4) (6) part 

Sect oa 9 sA(a) mam para pan 

Clause >8s(6) 

Sect on a5A(9) Prov 

dause 181(4) ( 4 ) part. 

Sect on 25A(3) 

Clause 181(1) 

Sect on 26(1) 

Qause 191(1) 

Section 26(a) mam para 

dause 180(1) 

Secuon 26(a) Prov carter half 

Clause 180(a) 

Section 26(2' Prov lat er half 

Clause 180(3) 

Section a6A(t) 

dause Kiiftl 
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Scclion s6A(a), part . 



. Clause 191(3). 

Section 26A(2), part . 



. Clause 191(4). 

Section aGA^a), part . 



. Clause 191(5)- 

Scclion aGAfa), part . 



. Clause 191 (6). 

Section 2GA(2), part . 



. Clause 192(1). 

Section 87 ... . 



. Cl.ause 151. 

Scclion 28(1), main para . 



. Clause 280(1). 

Section aSfi), Prov. (a) 



. Clause 28o(3)(a). 

Scclion 28(1), Prev. ( 4 ) 



. Clause 28 o (3)(4). 

Scclion 28(1), Prov.(e) 



. Clause 28o(3)(e). 

Section 28(1), Prov.((/) 



. Clause 280(2). 

Section 28(2) .... 



. Clause 280(4). 

Section 28(3) .... 



. Clause 283(1). 

Section 28(4) .... 



. Clause 284. 

Section 28(5) .... 



. Clause 283(3). 

Section 28(6) .... 



. Clause 283(2). 

Section 29 ... . 



. Clause 163. 

Scclion 30(1), main pata . 



. Clause 254. 

Section 30(1), tst Proviso . 



. Omitted, as under the draft 




proposed for existing section 




48(1), penal interest runs with- 




out any specific order by the 

. 



Income-tax Officer. 

Section 30(1), and Proviso . 



. Clause 255. 

Section 30(1), 3rd Proviso . 



. Omitted, in view of scclion 23 A 




as amended uptodate. 

Section 3o(iA) .... 



. Clause 256. 

Section 30^2), part 



. Clause 257(2). 

Section 30(2), pan 



. Clause 257(3). 

Section 30(3) .... 



. Clause 257(1). 

Section 31(1), earlier pan . 



. Clause 258(1). 

Section 31(1), latter part . 



. Clause 258(3). 

Section 31(2) 



. Clause 258(4). 

Section 31 (aA) .... 



. Clause 258(5). 

Section 31(3), opening lines 



. Clause 259, opening lines. 

Section 31(3), main para, clausc(c) 



. Clause 259(i}(a), part. 

Scclion 31(3), main para, clausc(i) 



. Clause 259(1) (a), part. 

Section 31(3), main para, clauses (e). 

(d) and («) 

. Clause 259(i)(c), part. 

Section 31(3), main para, clause (/) 



, Clause 259( i )(4). 

Section 31(3), main para, clauses (g) and ( 4 ) 

. Clause 259(i)fc),^art. 

Section 31(3), 1st pronso . 



. Clause 259(2). 

Section 31(3), and proviso . 



. Clause 258(2). 

Section 31(4) - 



. Clause 275, part. 

Section 31(5) .... 



. Clause 258(7). 

Section 32 .... 



. Repealed. 

Section 33{i), part . 



. Clause 260(1), opening lines. 

Section 33(1), part . 



. Clause 26 o ( i )( o ). 

Section 33(1), part . 



. Clause 26 o ( i )(4). 

Section 33^1), part . 



. Clause 261(1), part. 

Section 33(2), earlier part . 



. Clause 260(2). 

Section 33(2), latter part . 



. Clause 261(1), part. 

Section 33{2A) .... 



. Clause 261 (2), part. 
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Sfci 

C3m** a5j part. 

S«t on 33(<) 

Om lied. 

Sect on 33(5l 

Clauie 073 f'*r' 

Sect on 33(6) 

Om tied. 

S<«on33A(i) manpi«» 

Oaitte 279(0 P»rt. 

Sect on 33 A(i) jwo »o(d) p»fi 

Oauie *79(3^0 P-^rt. 

Sen«»»3jA(i) pw » (•) r»« 

CIm'e37t(3\(*) part 

Sect on 33^(1) pfov«(*) put 

Qatrie 279(3) (r) part- 

Sec on33\(t) pw«i(») pa« 

Claoe 271(3) {rf» part 

Sec«cn33\(i) peov.?»(f> 

Oauw 271(3) 

Section 33 \fal munpir* p»it 

Clajie 979(0 part 

Sect on 33A(a) tna n p»r» pm 

Claute 272(4) 

Sect on 33A{*) lit prov m (4) part 

Clau»ea79(5)(a) part 

Sect on 33A(a5 iit prov *0 (a) pan 

Oaute 279(5 (0 part 

Senon33A{a) utprov«>(») 

Dauie 271(3 (0 part 

Sect on 33 V*) »itpftnio{e) 

Claj,e279(5)(^ part 

Sect on 33\(a) an<l ptov «> 

dauie 272 EWanat on 1 

Seel wj 33\(9) EapUoai on 

Oauie 279 Exptanac on 2 

Sect on 33A<3) 

CUiue 279 (&) 

S«ttm3}U(i) 

CUa«e 271(1) 

Seel on 33 B{j) 

Clauw 2;t (2) 

Sect on 330(3) pnrt 

Clauie 9^(11 li} 

Sect on 330(3) pa« 

Dau«»€iO) p«« 

Sect on 33OU) part 

Dam* 2G9 part 

Sect on 33nu1 P«t 

Om tteJ 

Secton34(i) itt para dauw (•) part 

Clause 132 (a) 

Sect on 34(0 lit para, ctatw (a) part 

daw' 133 part 

Sect 0134(1) rttr*''^ dati>e(l) part 

CUuie 132 (0 

Sect 0134(0 lit para cUwe (1) put 

Clattic 133 pan. 

Sect on 34(1} ond para part 

Clainc t52 paragraph below »«1>" 
clauae (4) 

Sect on 34(0 and para put 

Oause 134(0 

Sec on 34(1) and para part 

Clause 133 (0 open nj lines and 
pua (aj o^n ng 1 net. 

Sect on 34(t) and para part 

Clause 155(1) (*) 

Sect on 34(0 tnprww «latj3e(») 

Om tied at obaoleic 

SeetoB34(0 ntjwtrvijo dauie ( *) evlierhalf 

Cause 155(0 (-) (« ■) 

Sect on 34(1) lit prov «e clauf ( '] la cr half part Claute 155 (1) («) («) 

Sect on 34(1) lit prov to cUurc ( C) Utter tal' 
put. 

CUuse 133 (0 (0 (0 

Se« on 34(0 t« prof *0 clause { ") part 

CUtise 154(9) 

Sect on 34(t) lit prov 10 cbwe { part 

OaiJe t57(0 

Sect on 34(t) lit prov to clause ( •) put 

Oause 137(9) 

Sect on 34(0 and proviso 

Ctame 153(2) 

Sect on 34(‘) 3rd prov » 

Clause I5&{0 

Sect on 34(0 txplana on 

Claute 132 Explana on 

Sect on 34(»d) 

Om tied « obsolete 

Sect on 34 (tB) 

Om tied at not appl cable fa 
future yean 

Sect on 34( 0 

Om t ed at not anpl cab’e 
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Section 34 (ijD) ..... 

Section 34(2) 

Section 34(3), main p.-tm, part . 

Section 34(31, main pata, part . 

Section 34(3), main para, p.art frcKating to 
sment under section 34(j) (o) ] 

Section 34(3), tst proviso . 

Section 34(3), 2nd proviso, earlier half 
Section 34(3), 2nd proviso, latter half, part 
Section 34(3), 2nd proviso. Intter^lialf, part 
Section 35(1), main para, part . 

Section 35(1), main para, part . 

Section 35(1), main para, part . 

Section 35(t1, main para, part . 

Section 35(1), 1st Prov. 

Section 35(1), and Proviso . 

Section 35(2) 

Section 35(3) 

Section 35(4) 

Section 35(5) 

Section 35 (Gj 

Section 33(7) 

Section 33(8) 

Section 35(9) 

Section 33(10) 

Section 35 (ii) (See Fin.ancc Act, 195O) 
Section 36 ....'. 

Section 37(1) 

Section 37(2) 

Section 37(3) 

Section 37(4) 

Senion 38 ..... 

Section 39 

Section 40 (1), part .... 
Section 40(1), part .... 
Section 40(1), part .... 
Section 40(2) ..... 

SccU'on 41 (i), main para, part . 

Section 41(1), main para, part . 

Section 41 (1), main para, p.art . 

Section 41(1), main para, part . 

Section 41(1), 1st Prov., c.arlicr half, part 
Section 41(1), 1st Prov., earlier lialf, part 
Section 41(1), 1st Prov., latter half 
Section 41(1), 2nd Prov. 

Section 41(2) . 


. Omitted, as not applicable for 
future years. 

. Clause 158(2). 

. Clause iGo (1) (a). 

. Clause iGo (2) (i) (i). 
asses- Rcplaecd b)' clause 160 (2) (a). 

. Clause 160 (2) (i>) (ii). 

. Clause 160 (3) (i). 

. Claus; 156. 

. Clause 160 {3) (ii). 

. Clause 161 (ij (a) and (6). 

. Clause 161 (i) (c). 

. Clause 161 (2). 

. Clause 161 (7). 

. Clause iGi {3). 

. Omitted, as not applicable for 
future assessment years. 

. Omittrd, as the Tribunal is 
proposed to be abolished. 

. Clause iGi (5). 

. Clause i6t(6). 

. Clause 162(1). 

. Omitted, as not applicable for 
future assessment years. 

. Omitted, as not applicable for 
future assessment years. 

. Clause 162(3). 

. Clause 162(4). 

. Omitted, as not applicable for 
future assessment years. 

. Clause 162(5). 

. Repealed. 

. Clause 136(1). 

. Clause 137. 

. Clause 136(2). 

. Clause 136(5). 

. Clause 138. 

. Clause 139. 

. Clause i6g (1) (li). 

. Clause 170 (i) part. 

. Clause 170(1), part. 

. Clause 173(1) (d). t 
. Clause 169 (i) (lii). 

. Clause 169 (t) (ir). ^ 

. Clause 170(1), part. 

. Clause 170 (i), part. 

. Clause 1 74, opening part. 

. Clause 174(a), part. 

. Clause 174(a), part. 

. Clause 175. 

. Clause X 77, part. 
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Section 42(0*' 

Section 4S(t)i 
Section 4a(«), 

Section 42(1), : 

Section 42(i)> 

Section 4*{i}, and Proi 
Section 43(1), 3rd Pro\ 


para earlier half 
para Utter half part 
para latter half part 
para Utter half, part 


St Pros 


Sub-scction (4) 

Sub aectlOQ 
Sub-sect on (6) 
Sub-MctioB {7j 
Sub-section (7) (S) 
SuJwction ^7) (<■> 

Sub-section (7) 
Sub-section 7 (/) 
Sub-section (8} 
Subsection (9) 


Clause 9(0, main para. 
Clause 169 (i) (0 
CUiuo 170 (J>, part 
Clause 177, part 
Claurc 183 
Clause t7ila) 

Clause 171(3) 


Section 4Sls) 

Claus- 95 

Section 45(3) 

Claust 9(1), Exp! 

Section 43 mam para 

Clau-c 173(0 (0 (0 

Section 43 1st Prov 

Claus- t73(t). Pror 

Sect on 43 2nd Prov 

Clause »73(s) 

Section 43 Explanation 

Clause I73(«), Ftpl 

Section 44(t), part (See Finance 1958) 

Clause lC6[i) opening) 
subelause (0) 

Section 44(1) part (See Finance Art, 1958) 

Clause 196(1) opening 1 

lub-clause (0) 

Section 44(9) Part fSeo Finance Act 1958) 

Clause 186 (3) part 

Section 44 (*) part (See Finance Act 1958} 

Clause 196 (3) part 

Section 44(3) part (See Finance Act, 1958) 

Clause i86(t) (J) 

Section 44(3), part (See Ftnanee Art 1958) 

Clause 186(3) 

Section 44(3) part (See Finance Act jgjS) 

Clause 196(1) (i) 

Section 44(3) part (See Finance Act, 1958) 

Clause >96(3), part 

Section 44.A earli'rpart 

Clause 183(1) 

Section 44A latter pan 

Clause 183(8) 

Seetion 44B (i) 

Clause 183(3) 

Section 44B (”> earlier half pan 

Clause 183(4) 

Section 44O (a) earlici ktif par 

Clause 183(3) 

Srrtion 44B («} latter half 

Clause >8&(a} 

Section 44B (3), earlier part 

Claus* 182(4) P^tt 

Seetion 448(3) latter part 

Dause i8s(S) 

Section 44C 

Clause 182(7) 

Section 44D 

Subeeciion (c}, part 

Clause 96(1) (0/ 

Sub-section ( i) part 

Clause 96^6) (/), part 

Subsection I2) part 

Clause 96(1) (i> 

Subsection (a) part 

Clause 96(6) (0 

Sub-srction (3) part 

Clause 96 (6) (/), pan 


Clause <j6(al 
Claiue 96(3'> 

Clause 98(4) " 

Clauie 96(5) 

Clause gS(S] (a] 

Clause 96(6; (i) 

Ommed m v esv ol S 23A t 
amended uptodaie 
Clause 9G(6) (<f) 

Qause 96(65 (0 
Claust 96(7) 

Clause g6(8) 
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Sectioa 44E — 


Sub-section (1) . 

• 


Clause 97 (i). 

Sub-section {2) . 

. 


Clause 97 (2). 

Sub-section (3) . 



Claase 97 (5). 

Sab-section (4) . 

• • 


Clause 97 (6). 

Sub-section (5) . 

. 


Clause 97 (8). 

Sub-section (6) . 

Section 44F — 

• • 


Clauses 97 (7) and 279. 

Sub-section (i) . 



Clause 97(3), part. 

Sub-section (2) . 



Clause 97 ( 3 )> part. 

Sub-section (3), main para 



Clause 97(3), part. 

Sub-section (3), proviso 



Clause 97(4). 

Sub-section (4) . 



Omitted. 

Sub-section (5) . 



Omitted. 

Sub-section (6) . 



Omitted. 

Section 45, main para, part 



Clause 229 (i). 

Section 45, main para, part 

Section 45, 1st Prov. (printed with the main para) 


Clause 229 (3). 

Clause 229 (3). 

Section 45, and Prov. 

• 


Clause 229 (6). 

Section 45, Expl. 

. 


Clause 229, Expl. 

Section 46(1) , . . 

. • 


Clause 230. 

Section 46(iA) 



Omitted, as under the draft for 
246(1) as proposed, penally 
(interest) runs svithout any 
order. 

Section 46(a) .... 



Clause 230(1). 

. Section 46(3) & (4) . 



Clause 235(5). 

Section 46(5) . . . * . 



Clause 235(2). 

Section 46(5A), ist paragraph part 



Clause 235 ( 3 )(i). 

Section 46(5A), ist paragraph, part 



Clause 235(3)(ti). 

Section 46(5A), and paragraph 



Clause 235(3) (fp). 

Section 46(5A), 3rd paragraph 



Clause 253 (3) (0). 

Section 46(5A), 4th paragraph . 



Clause 235(3 ) (pi). 

Section 46(5 A), 5th paragraph . 



Clause 235(3) (pit). 

Section 46(5A), 6th paragraph . 



Clause 235(3) (lii). 

Section 46(6) . . ^ . 



Clahse 236. 

Section 46(7), main paragraph 



Clause 242, main para. 

Section 46(7), ist Prov. 



Clause 242, Prov. 

Section 46(7), and Prov. ^ . 



Omitted. See ist Prov. as 
proposed. 

Section 46(7), Explanation, earlier half 


Clause 242, Explanation. 

Section 46(7), Explanation, latter half, part . 


Clause 231(2). 

Section 46(7), Explanation, latter half, part . 


Clause 235(1). 

Section 46(7), Explanation, latter half, part . 


Clause 243. 

Section 46(8) . 

• m 


Clause 237. 

Section 46(9) .... 

• • 


Clause 238. 

Section 46(10) .... 



Clause 239. 

Section 46A(i) .... 

. 


Clause 241(1;. 

Section 46A(a), main paragraph 

• 


Clause 241 (2) 

Section 4 ^ 6 A(a), Explanation 
— 1 Law Gom.foS. 

■ 


Clause 241, Explanation 
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Section 46A(3) 

Section 46AU) 

Section 47 
Section 4®C*i 
Section 4®C*^ 

Secuon 48(3) 

Section 48(4) 

Secuon 48A 
Section 49 
Section 49A 
Section 49AA 
Section 49^(0 P»« 


Secuon 49^(0 

Sect on 49B(«) 
Secuon 49G 


Sect on 49l>— 

Suthseciion (1) 

Sub-secu®*^ (9) 

Sub'Section l3^ 
Sub-«cbon (4) 

Explanation 

Sect on 49® 

Section 49^ . 

Section 50 »»“’ P»M«"*P'' 
Secuon 5® ”* 

Secuon 5® 

SectonSoA 

Sect on 5t opening lute* 
Section 5’ W 
Sect on 5i(i) 

Section 51(0 
Section 51 
Section 51(0 
Section 51 la« P“* 
Secuon 5a 
Secuon 53 

Secuon 54^*) 
Secton54W wilier part 
Secuon 54l9) P^« 


Ctauie 24*^3^ 

Clause 24*16) 
Clause 240 
Clause 247 
Clause 250 
Clause 24810 
Clause 251 
Repealed 
Repealed 

Clause 92 

Repealed 

Omitted in view 
Section 3 
Clause 246I2) 

Clause 246(3) 
Clause 94 


or 


rediafi of 


Clause 9310 
omitted, as ipeni 
Clause 93I2) 

Omitted ai*P«* 

Clause 93 
Clause 253 
Clause 248(2) 

Clause 349IO 
Om tted as spent 
Omitted M spent 
Repealed 

. Clause 285 ®P«iiagl«« 

Clause 285(0 
Clause a85(») 

Clause 285(0 
Clause 285(0 
Clause 283(e) 

Clause 285 last part 
Clause 286 
Octause 287 
Clause 141(1) 

Clause 14»(0 
Clause 268(1) 


Secuon 54(3)“ 
Clause (0) 
Clause (i) 

Clause (0 

Clause (J) 
Clause (0 
Clause (/) 
Cause (1) 
Clause (sf) 
Clause {Ki 


Cause 14113)1“) 
Cause 14113)10 
Cause 141(3)10 
Cause I4i(3)(0 
Clause t4i(3)(*) 
Clause 141(3)10 
Clause 141(3)1*) 
Cause i4«(3)li) 
Clause I4il3)l0 
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Clause (j) .... 



. Clause I4i(3)(i). 

Clause (J) .... 



. Clause i4i(3)(m). 

Clause {k) . 



. Clause i4i(3)(o). 

Clause (/) . 



. Clause i4i(3)(p). 

Clause (m) ..... 



. Clause I4i(3)(?). 

Clause (n) . 



. Clause i4i(3)(r). 

Clause (0) . 



. Clause I4s(3)(j). 

Clause (p) . 



. Clause 141 (3) (t). 

Section 54(4) .... 



. Clause 141(4). 

Section 54(5) .... 



. Clause 288(2). 

Section 55 — 

Main paragraph 

. 


. Clause 98(1), main para. 

I St proviso 



. Clause 98(3). 

2nd Proviso 

. 


. Clause 104. 

Section 56 .... 

- 

• 

. Clause 99. 

Section 56^ — 

Sub-section (i)j opening lines . 



. Clause to8(i), opening lines. 

Sub-section, (t), Clause (t), part 



. Clause iq8(i)({). 

Sub-section (i), Clause (i), part 



. Clause 108(3). 

Sub-section (i). Clause (it) 



. Clause 1 08(1) (it). 

Sub-section (2) . 



. Clause 108(2). 

Section 57 .... 



. Repealed. 

Section 58, Sub-section (t), part 



' . Clause 102(1). 

Section 58, Sub-section (1), part 



. Clause 102(2). 

Section 58(2) .... 



. Clause 200(2). 

Section 58A .... 



. Clause 305. • 

Section 588(1) .... 



. Clause 289(1). 

Section 588(2) .... 



. Clause 289(2). 

Section 588(3) 



. Clause 289(3). 

Section 588(3A) 



. Clause 289(4). 

Section 588(4) .... 



. Clause 301. 

Section 58G(i), opening lines 



. Clause 290, opening lines.. 

Section 58C(i)(a), main paragraph 



. Clause 290(a). 

Section 58C(i)(a), Proviso. 



. Clause 291(1). 

Section 58C(t)(i), main paragraph 



. Clause 29o(i). 

Section 58C(i)(A), Proviso. 



. Clause 291(2). 

Section 58 C(i)(c) 



. Clause 290(c). 

Section 58G(l)(d), main paragraph 



. Clause a9o(d). 

Section 58C(i)(d), Proviso. 



. Clause 291 (3)(i) 

Section 58C(i)(r) 



. Clause 290(c). 

Section 58 C(i)(/) 



. Clause 29o(/). 

Section 58C(i)(g), earlier part . 



. Clause 290(g). 

Section 58C(i)(g), latter part 



. Clause 291 (3) (a). 

Section 58C(i)(A), 



. Clause 290(A) 

Section 580(2) .... 



. Clause 292. 

Section 58D .... 



. Clause 291(4). 

Section 58E .... 



. Clause 294. 

Section 58F _ . 



. Clause 295. 

Section 58 G(i), earlier part . 

• 

• 

. Omitted, as covered by draft 
clauses II (13) and 296. 


. Clause 297(2). 


Section 58 G(i), latter part . 



318 


Secuoa 58GI4) 

Section jCGb) 

Section 5®^ 

Section 5®^ 

Section 5®Jt‘^ 

Section 
Section 585^3) 

Section 5®JW 
Section sBjtsI 
Secuon 58K 
Section 581- 
Secuon 38M 
Section S®*^ 

Section 58t^» 

p" 

5,W~5«>1 ’’"‘Jills'. 

SectonS®^ ®**‘'‘P* ^ 

Section 58R trt P^ 

SectonsSRiCndProv 

Section jSSO) 

Section 58S(.a) 

Section sfft* 

Secuon S®'^ 

Secuon 58V 

Section 59 
Sectoa6oC0 

Section 6olo> to income ux 
Section 6ofo) tosopw^^ 

Sect on 60(3) 

Section 60A « 

Secton6l(0 P“‘ 

Secuon 6tl0 
SectenCiW P*^ 

Section6i(0 

Secton6i(0 

* Section 6 1 (s') (0 

Secton6ila)t«T 
SectonSlWCtO 

Section 6 i(2H“') . 

S,aon6,(3) 

SccI,oq 6,(3) »«.l«t*P»P^P*“ 
Sect on 61^3) ^ 

Section 6a 
Secuon 63 • 


Clati*ea9® 

Clause 397(‘) 

Clause «9® 

Clauses'* 

Clause 399t*^ 

Clause a99W 
Clause 199^ 

Clause agtW 
Clause aggW 

Clause 3»* 
a»use303 
Clause 3°^ 

Clause 318 
Clause 306 
Clause 3®7l‘^ 

Clause 307W 
Clause 3®® 

Clause 309 «^„h. 

CUo«3'» 

Clause git, P*^ 

Clause 311 P**' 

Clause 310 Itov 

aaineji* 

Clause 313 
Clause* 314“'^ 

Cause 315* 

Clause 3>8 
Clause 3*9 

ing S 60(3) 

Cause 90 

Clause iia , „We to fu 

«,esstn«tl 

Msessment yeao 
Cause 3*4^1) , ^ 

CU»P3«W "P=«S’““- 

Cause 3*4W^'^ 

Clause 3*4W^*®^ 

Cause snWW P"* 

Cause 3*4(*)^'^ 

Clause 3'^4Wt“T 
Clause 3*4W 

Clause 3*4WW.I«« 

Clause 3*4^3^ 

Clause 3*4(4) mainpar*- 
Cause 3*4(4') 

Clause 3*5 
Cause 3*0 
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Section 64(2) 


. Clause 135(2). 

Section 64(3), main paragraph . 


. Clause 135(3), main para. 

Section 64(3), 1st Prov. 

. 

. Clause 135(3), 1st Prov. 

Section 64(3), 2nd Prov. earlier part . 

. 

. Clause 135 (4) (a) 

Section 64(3), 2nd Prov. latter part 

• 

. Clause i354;(i). 

Section 64(3), 3rd Prov. 

* 

. Clause 135(5). 

Section 64(4) ..... 


. Clause 135(6). 

Section 64(5) ..... 


. Clause 135(7). 

Section 65 ..... 


. Clause 326. 

Section 66(t), main paragraph, part . 

• 

. Clause 261(1), part. 

Section 66(t), main paragraph, part . 


. Omitted. 

Section 66(1) , Prov. .... 


. Omitted. 

Section 66(a) . 


. Omitted. 

Section 66(3) . 


. Omitted. 

Section 66(4) 


. Omitted. 

Section 66(5), part .... 


. Clause 263. 

Section 66(5), part .... 


. Clause 265. 

Section 66(6) ..... 


. Clause 266. 

Section 66(7), main paragraph . 


. Clause 273, part. 

Section 66(7), proviso 


. Clause 267(2), part. 

Section 66(7A1 ..... 


. Clause 26 1 (2) , part. 

Section 66(8) . 


. Clause 278(a). 

Section 66A( 1 ) , main paragraph 


. Clause 264(1). 

Section 66A(i), Proviso 


. Clause 264(2). 

Section 66A(2) 


. Clause 268. 

Section 66A(3), main paragraph . 


. Clause 269(1), main para. 

Section 66A(3), ist Proviso, part 


. Clause 269(1), Prov. 

Section 66A(3), ist Proviso, Part 


. Clause 273, part. 

Section 66A(3), and Prov. 


. Clause 274. 

Section 66A(4) ..... 


. Clause 269(4). 

Section 67 


. Clause 327. 

Section 67A ..... 


. Clause 276. 

Section 67B ..... 


. Clause 328. 

Section 68 ..... 

Schedule 


. Repealed. 

Rule I . 


. Rule 1, First Schedule. 

Rule 2 . 


. Rule 2, First Schedule. 

Rule 3 


. Rule 3i First Schedule. 

Rule 4 . 


. Rule 4j First Schedule. 

Rule 5(i) 


. Clause 5(1) {g). 

Rule 5(ii) 


. Rule 7(1) (il, First Schedule. 

Rule 5(iii) 


. Rule 7(1) (iii), First Schedule. 

Rule 5(iv) 


. Rule 7(1) (iv). First Schedule. 

Rule 5(v) 


. Rule 7(1) (ii), First Schedule. 

Rule 6, earlier half, part 


. Rule 5, opening lines. First Sche 
dule. 

Rule 6, earlier half, part 


. Rule 5(b), First Schedule. 

Rule 6, latter half 

, 

. Rule 5(c), First Schedule. 

Rule 7 


. Omitted, as not required.' 

Rule, 8, para i . . . . 

. 

. Rule 6(1) First Schedule. 

Rule, 8, para 2 . . . . 

. 

. Rule 6(2), First Schedule. 

Rule 9 

• 

. Clause 44, part. 

It is understood that there are no companies carrying on dividing societies or asses- 


sment business. 
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NOTES ON CLAUSES 

ClUPTER I 
PRELIMINARY 
Notes to clause J 

The word "Indian" ha$ been omitted in consonance 
with the recommendation made by the Commission m res- 
pect of other Acts, and in conformity with recent legislatne 
practice 

Notes to clause 2, 

The words "unless here u anything repugnant in the 
subject or context", appearing in eiastmg section 2. have 
been retained in view of the opening lines of section 3, 
General Clauses Act, though recent Central Acts use the 
formula “unless the context otherwise requires", 
j Agwcuitii- Till recently there was a conflict of judicial opinion 
rii income regarding the interpretation of the word “agriculture" lo 
the latest pronouncement of the Supreme Court', all the 
decisions have been reviewed and the cooBict in the judicial 
pronouncement resolved Hence it is not necessary to ex- 
plain what IS meant by "agriculture". 

8 Annual Since existing section 9 has been broken up, m the 
valM draft, into various clauses, it appears useful to have this 
definition pointing to the relevant provision 

3 Appellate No change has been made in the existing provision 

All lunt Ca Only, It has been placed before the definition of 'assessee*. 
mniiiiooer ' 

4 Approved Since these two expressions occur frequently in tlie 
iionfSIdew ® referstice has been made to them here 

5 Alienee The existing definition of ‘assessee’ has been replaced 

in the draft by a more comprehensive definition, so as to 
include all the possible categories of assessees, te, (i) a 
person who is himself liable to pay the tax on income be- 
longing to him, (ii) a person liable to pay tax on mcome 
belonging to another person, and (ui) a person who is deem- 
ed under the sections of the Act to be an “assessee" or "as- 
sessee in default” 


Wherever necessary, drafting changes have been made 
m the substantive provisions (particularly in the Chapter 
entitled ‘ Liability in Special cases") to bring out the result 
that any person on whom a liahihty to pay lax etc is im- 
Msed by the Act, becomes an assessee It is hoped that 
the definition of 'assessee', as drafted, when read with the 
substantive provisions, will cover all cases of vicarious ’la- 
bility falling under any of the following categories — 

(1) One person’s income included in another’s total in- 
existmg sections 4(2), 16(l)(c). 16(3), 
44D, 44E and 44F, as well as section 42(2) 

ri-r ,'' 1 - (1957) xtl TR ■<66 Set «Oa 

err • t k 7o5,«.djr»»rt.»sntA 
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(2) One person liable to be assessed as representing an- 
other person under existing sections 40, 41, 42(1). ■ 

and 44B(3). 

(3) One person ceasing to exist, and thereupon ano- 
ther becoming liable to be assessed for or to pay 
tax for which the former is liable — vide existing 
sections 24B, 25A, 26(2), Proviso and 44. 

(4) One person liable to pay (without the formality of 

assessment) tax normally payable by another — vide i 

existing sections 18(7) and 46A(2) and (3). 

(5) Cases where procedure for recovery of tax may be 
applied against one person, (who is not himself the 
assessee) for tax recoverable from another — vide 
existing section 46 (5 A) 5th para and also draft 
Second Schedule, Rule 87. 

(Existing section 8, 3rd Proviso and section 58-U need 
not be specifically dealt with here). 

Since the definition of “assessee” is made comprehen- 
sive, the words “or other person liable to pay such tax, 
penalty or interest” occuring in existing section 29 have 
been omitted in the draft'. This will remove the difficulty 
created by a decision of the Madras High Court^ 

A definition of assessment, as including re-assessment, 6. Assess- 
has been inserted on the lines of the Canadian Income-tax 
Act’. 

This is new. Though the Act uses the expression “as- 7. Assess- 
sessment year” there is no definition of that expression »ent year, 
anywhere in the Act. We have, therefore, included a defi- 
nition which conforms to the existing practice. In the In- 
come-tax Acts of other countries, e.p., Ceylon, there is a 
definition of ‘assessment year. 

This is new. Instead of giving an elaborate formula 8. Average 
to arrive at the average rate wherever it becomes necessary, income-tax. 
we thought it more convenient and conducive to clarity ° ° 
to add a definition. This is based on sub-section (5) of 
existing section 17. 

Mention of earned income relief has not been made in 
the definition, in view of the fact that the provisions of the 
Act relating to earned income relief have now become ob- 
solete. Since successive Finance Acts for the last two years 
have not provided for this relief, it would seem to be the 
confirmed policy of Government to abolish earned income 
relief. 

This is also a new provision intended to arrive at the Average rate 
average rate of super-tax; (compare the definition of “ave- of supertax, 
rage rate of income-tax” referred to above). 

Vide draft clause 163. 

*. E. Alfred vs. Addl. J.T.O., (1956) 29 I.'".R. 708 See also Abdul Kasim 
vs.C.I.T. (1958)33 I.T.R. 466. 

See the (Canadian) Income-tax Act., 1948, Section i39(i)(d). 
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9 Buj naj Ko change has been made in existing section 2(4) 

t9 Capui Item (in) 

land from which the income don%eci is agricultural income , 
has been redrafted and replaced by the words “py agnwh 
tural land m India” The general scheme of the constitu- 
tional provisions relating to taxation is to exclude agneut- 
tural lend from taxation by Ihe Union, and it would, 
therefore, be in conformity wuth that scheme to express 
this exclusion, not m terms of “agricultural income” but m 
terms of land Agricultural land which has been cultivated, 
say, for S years and then remained fkllow for 2 or 3 years 
during which it is sold, would, under the existing definition, 
attract capital gains lax This anomaly will now be remo%- 
ed by the proposed redraft. 

ti Centrti No change, it corresponds to existing section 2(4B) 

Board of Re 

ir^Coiamn No change, it corresponds to existing section 2(5) 

13 Cwapa There is no substantial change in the draft, ^shICh fol- 

HT lows the existing definition m section 2(5A) 


t 4 Go-«p«r% No change, it follows the existing definition m section 
uveSooVw 2(5B) 

IS Dneter, ^0 have included in the existing definition [sec. 2(8A)] 
Mjmset. the word 'Director” also, and we have substituted for the 
Marug ng “Indian Companies Act, 1913”, the * Companies Act, 1956 
As«at. meaning dear, we have also introduced the 

words *in relation to a company” 

tj Dmior No change, it corresponds to existing section 2(6) 

17 Dividend There IS no change in the existing definition in section 

2(6A), except that we have added another explanation to 
the effect that the accumulated profits “shall include all 
profits of the company up to the date of distribution or pay- 
meat referred to in this clause”. 


The reason for this alteration 15 this In the case of 
Girdhar Das and Co Ltd vs CIT\ the Bombay High 
Court observed that in this section, ‘ accumulated profits” 
wave oeew used vn eontta-di^mction to current profits In 
our opinjon, the mtention of the legislature was to include 
the current profits also in the definition, and to make this 
clear we ha\e made Uie proposed alteration 


tS Evned 
iDCOiac. 


rsecUon 2(6AA)] 

With the following chaises To make the meaning of clause 
clear, we have spUt it up into two clauses and number- 
r' existing clause (c) is renum- 

bered as clause (d) We have added an explanation to 


‘ (*957) 3« I T R. «1 
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overcome the difficulty introduced by the Madras High 
Court in Mari Muthu Nadar v. C.I.T.' 

No change; it follows the existing definition in section 19. Finn, 

2(6B). partner and 

partnership. 

We have included in the existing definition other pro- 
visions which treat income as deemed income for the pur- income, 
pose of the Act. 


The Act uses at several places the lengthy expression 
“income, profits and gains”. To simplify the matter and 
to avoid repetition, we have included “profits and gains” in 
the definition of income, and throughout the Act we have 
used, as far as possible, the word “income”. Suggestions 
have been made Jhat we should give an exhaustive defini- 
tion of income. It is not possible to do so. 

^ The provision within the brackets in existing sub- 
clause (iii) (relating to the meaning of “person having sub- 
stantial interest in a company”) has been transposed as an 
explanation. 


Item (vii) of the existing definition of income relates 
to the profits and gains of insurance business carried on 
by a mutual insurance association or by a Co-operative 
Society. What is described as “profits and gains” in this 
item is, in fact, merely a surplus. The definition simply 
artificially extends the conception of income so as to cover 
such surplus. The existing words “computed in accord- 
ance with Rule 9 in the Schedule” indicate this clearly, 
when read with existing rule 2(b) of the Schedule. An 
attempt has been made to bring out this aspect stiU more 
clearly in the draft.’ 


No change, in the existing definition in section 2(7). 


SI. Income- 
tax Officer. 


We have revised the definition of ‘Indian company’, in 22. Indian 
the light of the Companies Act, 1956, and the abolition of Company, 
the distinction between Part A and Part B States. The 
existing position relating to companies registered in the 
State of Jammu and Kashmir is retained. 

No change; it follows existing section 2(6D), and has 
been placed after “Income-tax Officer”. Commission- 

cr. 

No change; it follows existing section 2(6E), and has inspector 
been placed after “Income-tax Officer”. 


’• (195’’) 30 I- ' -R' G70. For the corresponding provision in the U. K- 
Act, see Section 525(1) last para, of the Income-tax Act. 1952. 

*. For a general d'seussion of the position regarding mutual insurance 
associations, see the recent Privy Council case of English and ScDtlish Joint Co- 
operative Wholesale Society Ltd., v. Assam Agricultural Income tax Commissioner, 

2 A. E. R. 295. See also C T. I. C. Report, 1958, para. 126, page 54, and 
compare section I2i, Australian Income-tax etc. Act, 1936-1953. 
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25 Under the existing definition, second-class magistrates 

le specially em{K>uered by the Central Government are also 

authorised to try otlences under Act, and m the State 
of Jammu and Kashmir the State Gorernment may autho- 
rise a Magistrate of the second class to try offences under 
the Act We are, however, not in favour of second-class 
Magistrates trying offences under the Act, and ue have 
therefore, confined the povter to first class Magistrates 
throughout Inia Incidentally, this will lead to simplifica- 
tion of the definition and uniiormity. 


96 ^e® roi The Act uses various phrases for a person who is not a 
dcot resident of India For the sake of uniformUy, the phr^e 

' non-resident” has been used in the draft wherever practi- 
cable, and has been defined here 

97 Pewon. i;}jg definition of “person” in existing section 2(9) has 

been amplified. 

The existing definition includes (a) Hindu undivided 
family and (b) a local authority The General Clauses Act, 
defines “person” as including a company or associatioi^r 
body of individuals whether incorporated or not The 
charging section (section 3) of the Income-tax Act enum^ 
rates the units for taxation os * individual, Hindu undivnoed 
family, company, local authority, firm and other associa- 
tion of persons, or the partners of o firm or the members 
of the association individually”. Section 4 of the Act refers 
to a “person” 

It seems desirable to have a comprehensive definition 
of the word “person” m the Act so as to cover all entities 
mentioned in— 

(i) the existing definition [s 2(9)}, 

(ii) the existing charging provisions [sections 3 and 4], 
and 

(ill) the General Clauses Act 

The definition has therefore been amplified on the aliove 
lines’ 


^ Presenfa. No Change, tiide existing section 2(10) 
^Fjtvotu The expression is defined separately m clause 5 
change, vtde existing section 2(12) 


change, inde existing section 2(13) 


No change, ride existing section 2(14) 

'P’c expression is at present defined only casually in 
the Act in S 18A(5) Since the expression occurs in some 
sections, it is desirable to place its definition m this clause 


» S<W«otk 3(42), General Clsw Act. 
* See alio notes to dame 3 
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The definition refers back to the proposed clause* 34. Resident, 
which reproduces S. 4A with modifications. 

The definition is new. Wherever both income-tax and 35- Tax. 
super-tax are intended to be covered, the simple word “tax” 
would be sufficient. The substantive provisions in the draft, 
therefore, use the word “tax” wherever convenient, and- 
it has been defined here. 

No change; vide existing section 2(15), first para. 36 . Total 

income. 

The existing definition in section 2(15) (second para) 37 . Total 
is reproduced with one change. The existing words “except world inco- 

income to which this Act does not apply” are not 

happy and have been replaced by more appropriate words 
which bring the wording in line with existing section 4(3), 

No change; vide existing section 2 ( 16 ). 38. Unregist- 

ered firm. 

Existing section 2(14A), defining the expression “tax- T^axable cer- 
able territories”, has been omitted in the draft, as the usen^ofics. 
of that expression is no longer necessary and can be con- 
veniently replaced by the word “India”.* 

Chapter II 
BASIS OF CHARGE 
Notes to clause 3 . 


Suh-clause ( 1 ) — 

(1) The word “person” has been substituted for the 
words “individual”, “Hindu undivided family” etc. and the 
definition of “person” is being widened’ for the following 
reasons : — 

(a) As already explained’, the combined effect of the 
definition of “person” in section 2(9) of the Income-tax Act 
and section 3(42) of the General Clauses Act is that a “per- 
son” includes (a) Hindu undivided family; (b) local autho- 
rity; (c) company; and (d) association or body of indivi- 
duals whether incorporated or not. No specific mention has 
been made of corporations other than companies included 
within category (d). 

The problem which has troubled the courts is whether 
such corporations are within the charging section. It 
can be met by the suggested amendment by introducing 
the word “person” in the section. In Commissioner 0 / 
Income-tax, Madras vs. Salem District Urban Bank Ltd.' 
a co-operative bank was treated as an individual by an 

Clause 6. , 

*. As assessments for the period prior to the Commencement of the nc^v 
Act will confnue to be governed by the existing Act, there will be no need to 
lay down separate periods for the various areas. 

See notes to clause a definition of "person”. 

*. (1940) 8. 1 .T.R. 269. 
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artificial interpretation of the word "individual” Stmihir- 
Iv. m Conimtsstoncr of IncofTte’tax, Madrw vs rhe car 
Council, Madras', a bar council and in the Baronet^ ca^ 
a corporation sole, were treated as individuals It seems 
desirable to make the position clear 


(b) There is also the problem of private rehgious 
trusts in favour of deities or mutts which are treated as 
artificial jurisdical person in law, tndc existing S 41 The 
point for consideration is whether it is proper to bring 
them under individual' by a strained construction or whe- 
ther It would be more appropriate to include them under 
‘person These difficulties can be solved if we adopt the 
word "person" in S 3, the charging section It may be 
noted incidentally that m the existing S 3 it occurs only 
in the expression 'assoaation of persons". 


(c) All the foreign Acts employ the term ‘ person” in 
the charging section and it is better to resolve all doi^t 
about the chargeability of particular classes of persons by 
using the comprehensive term * person" in section 3 


(2) The next point for consideration is the difficulty 
noticed in sustaining the legality of the recovery of the 
tax on the current income under S 18 and 18A The charge 
created under section 3 applies to the income ol the pre- 
vious year, while the provisions of sections 18 and 18A 
apply to the income of the assessment year also To meet 
this difficulty a proviso has been added on the lines of the 
Ceylon Income-tax Ordinance to cover the provisions of 
the Act relating to charging the tax m particular cases in 
respect of income, profit and gams of a period other than 
the previous year This will cover S 24A, 25(1) and 44B 
(3) of the Act, whereby the income of the assessment year 
itself IS made chargeable at the rates prescribed by the 
Finance Act of the assessment year 

Sub clause (2) is intended to make it clear that there 
is some kind of liability to pay tax m cases where tax is 
deductible at source or payable in advance It seems desir- 
able to make a reference to this obligation to pay tax in 
advance etc in the charging section itself, so as to bring 
out more directly a position which is implied m existing 
sections 18 and 18A 


e After the phrase "m respect of the total Income 
of the previous year the words ‘ or years as the case may 
be have been added Under the definition of 'previous year" 
m the existing section 2 ( 11 ) a person may have separate 
previous years m respect of each separate source of in 
caSs* proposed addition is intended to meet such 


' 0943) u ITRi 

■ TM-n C I T . 5 < T c 4a, (M,,) 

V urvs SoBumnmrth^ I^IT R 183 
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Notes to clause 4. 

(1) The income of residents and non-residents has been 
dealt with separately for the sake of simplicity and 
clarity. 

(2) The first proviso to S; 4(1) has been omitted, as it 
concerns the assessment year 1939-40 and is now tmneces- 
sary. 

(3) The second proviso to S. 4(1) relating to persons 
not ordinarily resident should be omitted, as it is proposed 
to abolish the category and the exemption granted in res- 
pect of such persons’. If, however, the provision is to be 
retained, it can be kept as shown in the relevant clause 
on the subject’. 

(4) The third proviso to section 4(1) concerning the 
exemption for unremitted foreign income upto Rs. 4,500 
has been transferred to the clause relating to income which 
does not form part of total income.’ 

(5) The fourth proviso to S. 4(1) relating to residents 
who are not resident in two out of three preceding years 
has also been transferred to that clause.* 

(6) The fifth proviso to S. 4(1) relating to exemption 
for foreign income of residents who deposit tax etc., with- 
in three months (where the fourth proviso does not apply) 
has also been transferred to the clause relating to exclu- 
sions from total income, after omitting portions which have 
become obsolete.’ 

(7) The words “by or on behalf of” have been used in 
respect of foreign income received in India {vide draft 
sub-clause (1), (a), (d), (e), (f) and (g)] to cover cases 
where the income is received not by the assessee himself 
but by any other person on his behalf. 

(8) Explanation 1 to S. 4(1) has been incorporated in 
draft sub-clause (3). 

(9) Explanation 2 to section 4(1) is transferred to the 
new clause relating to deemed income*. 

(10) Explanation- 3 to S. 4(1) has also been transferred 
to that clause’. 

(11) Explanation 4 to existing S. 4(1) relates to income 
which accrued in a Part B State or merged territoiy be- 
fore the extension of the Income-tax Act thereto and is 


Vide notes to draft clause 6. 

’. Draft clause ii (4) (iv). 

Vide draft Clause 11 (4) (i). 
Vide draft Clause 11 (4) (ii). 
*. Vide draft Clause 11 (4) (ill). 
*. Vide draft Clause 9 (ii). 

Vide draft Clause g (iii). 
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artificial interpretation of the word “individual”. Similar- 
Iv, in Commissioner o} Income-tax, JMadriw vs The Bar 
Counal, Madras’, a bar council and in the Baronet^ case 
a corporation sole, were treated as individuals It seems 
desirable to make the position clear 


{b) There is also the problem of private religious 
trusts in favour of deities or mutts which are treated as 
artificial junsdical person m law, wide existing S 41 The 
point for consideration is whether it is proper to br^ 
them under “individual ' by a strained construction or whe- 
ther it would be more appropriate to include them under 
“person’ 'These difficulties can be solved if tve adopt the 
word “person” in S 3, the chargmg section It may be 
noted incidentally that in the existing S 3 it occurs only 
in the expression “association of persons”. 


(c) All the foreign Acts employ the term ‘ person" m 
the chargmg section and it is better to resolve all doubt 
about the chargeabiUty of particular classes of persons by 
using the comprehensive term “person” m section 3 


(2) The next point for consideration is the difficulty 
noticed in sustaining the legality of the recovery of the 
tax on the current income under S 18 and 18A The charge 
created under section 3 applies to the income of the pre- 
vious year, while the provisions of sections 18 and 18A 
apply to the income of the assessment year also To meet 
this difficulty a proviso has been added on the lines of the 
Ceylon Income-tax Ordinance to cover the provisions of 
the Act relating to chargmg the tax in particular cases in 
respect of income, profit and gams of a period other than 
the previous year This will cover S 24A, 25(1) and 44B 
(3) of the Act, whereby the income of the assessment year 
Itself IS made chargeable at the rates prescribed by the 
Finance Act of the assessment year * 

Sub-clause (2) is intended to make it clear that there 
is some kind of liability to pay tax m cases where tax is 
deductible at source or payable in advance It seems desir- 
able to make a reference to this obligation to pay tax in 
advance etc in the charging section itself, so as to bring 
out more directly a position which is implied in existing 
sections 18 and 18A. 


(3) After the phrase "m respect of the total income 
of the previous year’ the words “or years, as the case may 
be have been added Under the definition of “previous year” 
existing section 2(11) a person may have separate 
respect of each separate source of in- 
ca^* proposed addition is intended to meet such 


' (t9«) II ITR.1 

• C IT. SIT 

W wrvs S8TOnnfls7itt% nJT K 183 
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Notes to clause 4. 

(1) The income of residents and non-residents has been 
dealt with separately for the sake of simplicity and 
clarity. 

(2) The first proviso to S. 4(1) has been omitted, as it 
concerns the assessment year 1939-40 and is now unneces- 
sary. 

(3) The second proviso to S. 4(1) relating to persons 
not ordinarily resident should be omitted, as it is proposed 
to abolish the category and the exemption granted in res- 
pect of such persons’. K, however, the provision is to be 
retained, it can be kept as shown in the relevant clause 
on the subject’. 

(4) The third proviso to section 4(1) concerning the 
exemption for unremitted foreign income Ujpto Rs. 4,500 
has been transferred to the clause relating to income which 
does not form part of total income.’ 

(5) The fourth proviso to S. 4(1) relating to residents 
who are not resident in two out of three preceding years 
has also been transferred to that clause.* 

(6) The fifth proviso to S. 4(1) relating to exemption 
for foreign income of residents who deposit tax etc., with- 
in three months (where the fourth proviso does not apply) 
has also been transferred to the clause relating to exclu- 
sions from total income, after omitting portions which have 
become obsolete.’ 

(7) The words “by or on behalf of” have been used in 
respect of foreign income received in India [wide draft 
sub-clause (1), (a), (d), (e), (f) and (g)] to cover cases 
where the income is received not by the assessee himself 
but by any other person on his behalf. 

(8) Explanation 1 to S. 4(1) has been incorporated in 
draft sub-clause (3). 

(9) Explanation 2 to section 4(1) is transferred to the 
new clause relating to deemed income*. 

(10) Explanation- 3 to S. 4(1) has also been transferred 
to that clause’. 

(11) Explanation 4 to existing S. 4(1) relates to income 
which accrued in a Part B State or merged territory be- 
fore the extension of the Income-tax Act thereto and is 


*. notes to draft clause 6 . 

*. Draft clause ii { 4 ) (iv). 

Vide draft Clause 11 (4) (i). 

‘. Vide draft Clause 11 (4) (ii). 
*. Vide draft Clause 11 (4) (iii). 
•. Vide draft Clause 9 (ii). 

’. Vide draft Clause 9 (iii). 
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brought into any other pari ot India after the extension 
of the Indian Act These provisions, it appears, have be- 
come almost obsolete 


The Explanation provides that profits accruing m a 
merged territory after 1-4 1933 shaU be chargeable under 
section 4(1) (b) (ui) only if such income is remitted into 
another part of India other than the merged ternlo^ Pa^a 
8 of the Merged States (Taxation Concessions) Order, 1949, 
enacts that ^qilanation 4 v.ould not apply if the assessee 
w as not a resident m at least three out of six assessment 
years inz , 1943-44 to 194849 Even m the case of 
uho uere resident in at least three out of six years, Ex- 
planation 4 would not operate, if the income had been 
assessed under the State law on accrual basis and had also 
been included in the total income for rate purposes [under 
section 14(2)(c)] Thus, Explanation 4 to section 4(1) would 
apply only in the case of persons who were resident m In- 
dia m at least three out of six assessment years 1943-44 to 
194849 and whose income accruing in the State has escap- 
ed assessment either in the Slate or in India 

The Explanation should therefore be omitted If, how- 
ever, it IS deemed to retain it, it should appear in a simpli- 
fied form Draft sub-clause (1), (e), (f) and (g) have been 
drafted to indicate how the Explanation should be incor- 
porated The language has however, been altered so as 
to make the provisions easy of application The existing 
Explanation uses the words "taxable temtones" and the 
denmtion of these words m S 2(I4A) does not show “in 
clear words the background m which the special provisions 
relating to merged temtones and Part B States were in- 
troduced. The provision has now- been so drafted as to 
relate it to the assessment year with effect from which the 
Indian Act was extended to merged temtones and Part B 
States A provision may be inserted in the Miscellaneous 
Chapter to guard against the possibility of any income be- 
ing taxed twice — once under the existing Act and again 
under the provision as proposed 


(12) Existing section 4(2) is transferred to the new’ 
clause on deemed income* 


(13) Existing section 4(3) forms the subject-matter of 
a separate clause dealing with income which does not 
form part of total income* 


flotcs to clause 5 


previims year” has been embodied 
S ® lengthy one No change 

him *’"• *“ttmg changes have 

been attemj^ed to achieve simplicity, and to state the do- 
sition regarding various situations separately Further the 


\ draft elauM lo 
• tidcdiaTi daustj II, i2aod|3 
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provision at present contained in Rule 5(i) of the Schedule, 
regarding insurance business, has been brought here for 
the sake of' comprehensiveness. 


Notes to clause 6. 

(1) The clause relating to category “not ordinarily re- 
sident” has been retained in the draft but is recommended 
to be omitted in order to simplify the law. This recom- 
mendation was made by the'^ncome-tax Investigation Com- 
mission' and also by the Taxation Enquiry Commis- 
sion'. The only difference in the taxation between a per- 
son who is ordinarily resident and not ordinarily resident 
is relating to the foreign income, and provision for deter- 
mining the tax on foreign income in the case of a person not 
ordinarily resident is contained in second proviso to section 
4(1). ■ But for this difference, both of them stand on the 
same footing for the purpose of taxation. The retention of 
persons not ordinarily resident as a separate category is 
unnecessary. 

(2) The condition for residence in the case of a person 
who has been in India within the four preceding years 
has now been somewhat altered so as to require the 
presence of the person in India for at least thirty days in 
the previous year. The ambiguity caused by the phrase 
“otherwise than by an occasional or casual visit” in the 
existing section 4A(a) (iii) will now.be avoided. 

(3) Section 4A(a) (iv) of the Act. authorising the In- 
come-tax Officer to treat a person as a resident if he is “sa- 
tisfied” that the person, having arrived in India during the 
year, is “likely to remain” for not less than three years, 
has been omitted, as it gives a vague discretion to the In- 
come-tax Officer. The words “has maintained”, in existing 
section 4 A (a) (ii), have been replaced in the draft by the 
words “causes to be maintained”, which express the in- 
tention better. 

(4) Draft sub-clause (4). — This is new and has been in- 
serted to make provision for fixing the residence of “per- 
.sons” who are not individuals, Hindu undivided families, 
firms, associations or companies. 


(5) Draft sub-clause (5). — This is new. In C.I.T. vs. Sa- 
vumiamurthy’, the Madras High Court has held that since 
there can be a separate previous year for each source of 
income, the residential status of the person has also to be 
separately determined with reference to each such source. 
As this procedure wiU be cumbersome and entail complica- 

K Vide page 15, para 36, 1.T.I.C. Report, 1918. 

*. Vide pages 28-29, T.E.C. Report, 1953-1954, Vol. II, Ch. II. 

». (1946) 14I.T.R. 185. 
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tions in practice, the newly added sub-clause provide that 
a person who is resident for one source^ of income shall be 
treated as resident for all such sources 


(6) SDstmg section M(c). latter part, dealing wilh 
the determination of the residence of a company on the 
basis of its income in India is proposed to be omittM, since 
such test does not appear to be a proper one (After the 
draft was prepared tne Finance Act 1958, by section t, 
has omitted it) 


(7) Drnfl sKb^:Iause (6)— Though the category ol per- 
sons not ordinary resident is recommended for abolition 
the existing special provisions applicable to such per- 
sons are retained in the draft (For example, see section 
4(1) 2nd proviso See also sections 42(2) and 44D, which 
treat such persons on the same footing as non-residents) 
“l^ese sub clauses will therefore, be useful for the pur- 
poses of tte provisions just referred to 

Existing section 4B (c) which provides that a com- 
pany firm or other association is ordinarily resident if it 
IS resident, has been omitted m the draft, as unnecessary 
The distinction between “ordinarily resident” and “not or- 
dinarily resident” is significant only when there Is a pos- 
sibility of an entity being resident and yet not ordinarily 
resident In the absence of anything to the contrary, a resi- 
dent would have to be regard as ordinarily resident, and 
no express provision is necessary for the purpose 


Notes to clause 7 

According to section 4(1) the chargeable income of 
every person whether resident or non-resident includes in- 
come ‘which IS deemed to be recened’ in India in the 
previous year There is. however, no enumeration at 
anv one place of these receiots which are deemed to be 
received m India in the previous year This clause mere- 
ly collects together the relevant provisions, without effect- 
ing any substantial change in language* 

[The deemed income referred td in section 18(4) (tax 
deducted at source) will be dealt with in the clause corres- 
ponding to that section, as it merits special treatment ] 


Notes to clause S 

desirable that all provisions relating to 
income deemed to be of a parKcuiar year, or deemed 
V P'^^cular year should appear in pn>- 
j Hence a part of section 16(2) has 

been made this clause No change of substance has 


ITtfo ^ lavcsttgition 
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Notes to clause 9 

According to section 4(1) the chargeable income of a 
person whether resident or non-resident includes income, 
profits and gains which “are deemed to accrue or arise to him 
in the taxable territories” in the previous year. Income is 
deemed to accrue or arise under various provisions scat- 
tered all over the Act. All these provisions which deal with 
income which is deemed to accrue or arise in India have 
now been grouped together. 

The changes made are all of a drafting nature, and 
are intended to remove ambiguity and simplify the expres- 
sion. 

Suh-clause (i). — The words “sale of a capital as- 

set in the taxable territories” in the existing section 42(1) 
are slightly ambiguous, since “in taxable territories” can 
be read either with “sale” or with “capital asset”. To re- 
move this ambiguity, the word “situate” has been added 
after “capital asset”. (It is not necessary to make any such 
addition in the earlier phrases referring to business con- 
nection etc., since the language there does not end itself 
to any ambiguity.) 

The words “that part of the operations”, in the existing 
section 42(3) have been replaced by “the operations”, for 
two reasons; -first, the word “that” in the existing section 
is not happy, since it is not followed by any pronoun, and 
secondly, the existing words are not in symmetry with 
the opening words “in the case of all the operations”. 

As to the meaning of the word “operation”, see the 
decision of the Supreme Court, in the Anglo French Tex- 
title Co., vs. C.LT.‘ 

Suh-clause (ii ). — ^An attempt has been made to simpli- 
fy the language, by omitting unnecessary words such as 
“if payable in the taxable territories wherever paid”. The 
substance is not affected by the deletion of these words, 
since the proposition sought to be enacted is only this, that 
salary earned in India is deemed to accrue or arise in 
India. 


Notes to clause 10. 

This embodies S. 4(2). The section is based on a 
double fiction While the income of the non-resident 
husband and is treated as the income of the resident wife, 
it is also treated as income which is deemed to accrue to 
her in India. 

The provision has been embodied in the draft, with 
a slight verbal change {see the words “or on her behalf” 
which have been added to make it comprehensive). 


* ( 1953 ) 23 1 - T. R. loi. 
22 — 1 Law Coin-/58 
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Sub-clause (7). — ^Items (ii) to (v) of this sub-clause 
correspond to sub-clauses (b) to (e) of section 4(3) (x) of 
the existing Act. The requirement that the recipient 
must not be an Indian citizen is contained, at present, only 
in two sub-clauses of section 4(3) (x). Sub-clauses (b) and 
(d) relating to Consuls etc., and Trade Commissioners do 
not mention it. In the draft, however, this has been made 
applicable to all cases, for the sake of uniformity. 

Sub-clause (8). — ^In the existing section 4(3) (xiv), the 
exemption is conditional on the stay of the employee of 
a foreign enterprise for a period not exceeding in the ag- 
gregate “ninety days in any year”. The words “any year” 
are, in the context, vague. It has, therefore, been made 
clear that the stay should not exceed ninety days in the 
previous year, and it should not have exceeded ninety days 
in any financial year prior to the previous year. 

There is no reason why this exclusion should be avail- 
able to Indian citizens. The provision has therefore been 
altered so as to confine it to foreigners. 

Sub-clause (9). — It seems desirable to extend the bene- 
fit of this clause to services rendered by a foreigner even 
before the actual commencement of the business. Explana- 
tion' is intended to achieve' this object. 

Sub-clause (15). — “Wholly and necessarily” has been re- 
placed by “wholly and exclusively”; cf. existing section 
7(2) Oil) as redrafted.' The object is to liberalise the al- 
lowance. See the recommendation of the U.K. Royal Com- 
mission on the Taxation of profits and'income’-'. 

Sub-clause (17) and (24). — ^These correspond to certain 
exemptions enjoyed, at present, under a notification issued 
under section 60. In view of the importance of the subject- 
matter of the exemptions, they have been included in the 
draft sub-clauses. 

Exemption for members of Nepalese Forces [Existing 
clause (xi)]. — This has been omitted. There are no Indian 
State Forces now, and there is no member of the Nepalese 
Armed Forces now serving in India. 

Sub-clause (18). — ^This item will, of course, have to be 
omitted if it becomes obsolete by the time the new Act 
comes into force. 

Notes to clause 12. 

1. This clause is based on section 4(3) (i) and (ii) of 
the Act. There are certain anomalies which we have 
noticed in the existing pro-vision and we have attempted in 
the proposed draft to put an end to such anomalies as far 
as possible. 

^ Vide also notes to draft clauses para 6. 

“ U. K. Royal Comm'ssoin on the axation of rofits and 'ncome Final 
Report June, 19.4, (Cmd. 9474). page 47, para 140. 
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Sub-clause (7). — ^Items (ii) to (v) of this sub-clause 
correspond to sub-clauses (b) to (e) of section 4(3) (x) of 
the existing Act. The requirement that the recipient 
must not be an Indian citizen is contained, at present, only 
in two sub-clauses of section 4(3) (x). Sub-clauses (b) and 
(d) relating to Consuls etc., and Trade Commissioners do 
not mention it. In the draft, however, this has been made 
applicable to all cases, for the sake of uniformity. 

Sub-clause (8). — In the existing section 4(3) (xiv), the 
exemption is conditional on the stay of the employee of 
a foreign enterprise for a period not exceeding in the ag- 
gregate “ninety days in any year”. The words “any year” 
are, in the context, vague. It has, therefore, been made 
clear that the stay should not exceed ninety days in the 
previous year, and it should not have exceeded ninety days 
in any financial year prior to the previous year. 

There is no reason why this exclusion should be avail- 
able to Indian citizens. The provision has therefore been 
altered so as to confine it to foreigners. 

Sub-clause (9). — ^It seems desirable to extend the bene- 
fit of this clause to services rendered by a foreigner even 
before the actual commencement of the business. Explana- 
tion' is intended to achieve this object. 

Sub-clause (15). — “Wholly and necessarily” has been re- 
placed by “wholly and exclusively”; cf. existing section 
7(2) (iii) as redrafted.' The object is to liberalise the al- 
lowance. See the recommendation of the U.K. Royal Com- 
mission on the Taxation of profits and' income’-*. 

Sub-clause (17) and (24). — ^These correspond to certain 
exemptions enjoyed, at present, under a notification issued 
under section 60. In view of the importance of the subject- 
matter of the exemptions, they have been included in the 
draft sub-clauses. 

Exemption for members of Nepalese Forces lExisting 
clause (xi)]. — This has been omitted. There are no Indian 
State Forces now, and there is no member of the Nepalese 
Armed Forces now serving in India, 

Sub-clause (18). — This item will, of course, have to be 
omitted if it becomes obsolete by the time the new Act 
comes into force. 


Notes to clause 12. 

1. This clause is based on section 4(3) (i) and (ii) of 
the Act. There are certain anomalies which we have 
noticed in the existing provision and we have attempted in 
the proposed draft to put an end to such anomalies as Ear 
as possible. 

Vide also notes to draft clauses l"i-17, para 6. 

* U. K. Royal Comm'ssoin on the axation of rofiLs and 'ncome Final 
Report June, 19...^., (Cmd. 9474). page 47, para 140. 
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down in clause (ia) should be fulfilled. (Clause (ia) thus 
applies to a different situation, namely, where there is an 
institution and that institution carries on business which 
is not subject to a trust. In such a case the requisites of 
the section must be complied with. The income must be 
applied solely to the purpose of the institution and the 
charitable or religious institution must also fulfil the con- 
ditions in sub-clauses (a) and (b). As to the distinction 
between an institution and a trust, see' also the discussion 
in a recent Pri'vy Council case,’ and Gimn’s commentary 
on the Australian Income-tax Act.') 

4. That “property” in clause (i) includes business has 
been well established not only by a decision of the Judicial 
Committee’ but also by the latest pronouncement of the 
Supreme Court in J. K. Trust Case*. This aspect there- 
fore does not present much difficulty. (The difficulty as 
to in which set of circumstances clause (ia) applies still 
remains, though the view in Gadodia Sioadeshi Stores* 
case has subsequently been followed and confirmed by the 
High Courts of Allahabad' and Bombay'. 

5. In view of the recommendations made by Din. 
Mohammad J. in Gadodia's case and by the Income-tax In- 
vestigation Commission [Report (1948) at pages 56-57, 
paragraph 131] the legislature in 1953 [vide the amending 
Act of 1953 (Act 25 of 1953)] converted clause (via) into a 
proviso to clause (i), and by subsequent legislation it was 
made clause (b) of the proviso to clause (i) (vide the 
amending Act of 1955). The object of this legislation was 
to restrict the operation of clause (i), where the property 
consisted of business impressed with the character of trust, 
by applying the limitation imposed by clause (b) of the 
proviso'. 

But in carrying out this object, the immimity which 
was granted under clause (ia), (as it stood before 1953), 
in the case of business carried on by a religious or charit- 
able institution and not subject to trust, was negatived. 
The linking up of old clause (via) to clause (i) had the 
effect of taking away the separate exemption granted by 
clause (ia). In other words, the conversion of clause (ia) in- 
to a proviso has led to the opposite result of depriving the 
benefit (limited though it be), which was intended to be 

’ Minister of National Revenue "Vs. Trusts and Guarantees Co. ltd. (1932) 4A. 
E. R. 149 P. G. See also T. M. C. A. vs. F. C. ofT. [1926] 37 C. L. R. 351 at 
pp. 360, 361. 

* 4th edition, p. 114, para 292. 

» Tribune car<r, (1939) 7 1. T. R. 415 P. G.-56 T. A. 241. 

* [1957] 32 I.T.R. 535 (Bombay H. C. on remand [1958] 33 I.T.R. 32). 

5 (1944) 12 I. T. R. 385. 

* C.I.T. vs. Radhaswami Satsang Sabha. (1954) 25 I. T. R. 472. 

’ J. K. Trust vs. C. I. T., (1958) 33 I. T. R.32. 

^ Cf. Report of the Taxation Enquiry Commission, (1953-1954). 'Vol. II 
Ch. VIII, paragraphs 2 and 3, page 105. 
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transferor’s income.' It would be more consistent 
with the spirit of the law if such income were ex- 
cluded from total income, at least so long as the 
income is applied for a charitable purpose. The 
words “subject to the provisions of clause (c) of 
sub-section (1) of section 16” deserve to be delet- 
ed. 


Notes to clause 13. 

Section 25, sub-sections (3) and (4) provide for two 
things. One is the exclusion from total income of income 
of certain businesses, and the other is the right to claim 
substitution of the income of the year of discontinuance 
etc., in place of the last year’s income. 

The first part (exclusion from total income) has been 
embodied in the present clause, with the language simpli- 
fied.-' 


CHAPTER TV 

COMPUTATION OF TOTAL INCOME 

Notes to clause 14. 

/ 

1. This corresponds to section 6 of the present Act. 
The opening words of the section, have, however, been mo- 
dified so as to make it clear that the section merely classi- 
fies the chargeable income into different heads for the pur- 
pose of computation of total income. That section 6 con- 
cerns itself with classification and sections 7, 8, 9 etc. with 
computation is clear from the discussion in Kothari vs. 
C.I.T.’ and in United Commercial Bank Ltd., vs. C.I.T.* 

2. Item (c) relating to “Income from property” has 
been changed into' “Income from House Property”. Sec- 
tion 9 is essentially concerned with House Property and 
the description now adopted will clearly indicate the 
nature of the head. 

Another variation in the present section is the men- 
tion of the head “Income from other sources” after the 
head “Capital gains”, indicating that “Income from 'other 
sources” continues to be the residuary head as hereto- 
fore. 


’ '"hese words were introduced -n 19 >3 in pursu^^ce of the recommenda- 
tion made by the Income tax Investigation, Commission; see its Report (1948), 
para' 1-9, page 6. - . 

® See notes to clause 91 for comments on the retention of existing section 
23 (3) and (4). 

3 (19‘1) 20I.T.R. ‘79. 

< (1937) 32 I.T.R. 688. 
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since in many cases the detennination may take years. It 
would also not be possible to keep the assessment pending 
until such determination is made. The Departmental prac- 
tice has been to include such arrears in the total income 
of the year of receipt. Relief is afforded against the hard- 
ship involved in the taxation of the lump-sum by means of 
an order imder section 60, sub-section (2), the eSect of 
which is that the arrears are attributed to the periods to 
which they should reasonably be related. Assessment in 
the year of receipt is in accordance with the decision of 
the Calcutta High Court in Usha Rani Roy Choudhurani’ s 
case'. 

The recent decision of the Calcutta High Court in 
Bhuhan Mohan Banerjee’s case,’ however, contains obser- 
vations which may be taken to mean that a salary pay- 
ment made in a subsequent year would still be taxable 
only on due basis in the first year. The decision does not 
create any difficulty if the word “due” is interpreted as 
relating to the point of time when the amount is actually 
quantified by the employer. On this view the claim for 
relief imder section 60(2) may not be admissible. But 
if it is intended that such amounts should be related to 
the back years and subjected to tax under section 34, diffi- 
culty may arise in the initiation of such proceedings be- 
cause of limitation. It can even be argued that these are 
not cases of escapement of income, there being no omis- 
sion or comniission by the assessee or by the Department.' 
There will be further difficulty for the employer ip the 
matter of making deduction of tax at source, and some 
confusion is bound to arise as to whether the tax so deduct- 
ed at the time of payment should be given credit for the 
year for which the assessment under section 34 is supposed 
to be made. 

On the whole the present Departmental practice seems 
to be a reasonable compromise and is fair to the assessee 
and the Department. It is fair to the Department because 
the complication of section 34 is avoided, and even when 
an order under section 60(2) is passed the consequential ad- 
justment of tax is made ,m that assessment itself and not 
by reopening past assessments. It is fair to the assessee, 
because if the amount were to be treated as due only when 
•it is paid, the question of relief imder section 60(2) would 
not arise, while the Departmental practice ensures that the 
assessee is to be in the same position as if he had been 
taxed in the respective years after spread-back of the ar- 
rears to the relative period. 

There may, of course, be cases -when the assessee will 
be worse ofP by the arrears -being related back than when 
he is taxed on the arrears. This will happen when the ar- 
rears of salary are received, after retirement or after rever- 
sion from a higher post. In those cases the assessee will not 
apply for relief under section 60(2) and no action is taken 
by the Departme'nt itself under section 34 or otherwise. 


1 (1942) 10 T. T. R. 199. 

« (1956) 29 I. T. R. 229,236. 
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wording “all expenses reasonably incurred for the appro- • 
priate performance of the duties of the office or employ- 
ment”. This, the Commission has pointed out, would re- - 
move the complaint that the legislature imposes upon 
those in employment a narrower form of allowance for 
expenses than it accords to persons deri\dng a private in- 
come from their ovm efforts. The wording suggested by 
the Royal Commission is worth consideration as an alter- 
native. 

(iii) Draft clause 17(1) : — ^The definition of “einplo 3 ’^er” 
as now adopted includes a foreign Government, rrference 
to which is not to be found in the present section 7. It is 
for consideration v/hether the mention of foreign Govern- 
ment as emploj’er is acceptable. It has been suggested that 
bj* such inclusion the assessee will not be subject to any 
heavier tax burden but on the other hand maj' qualif 5 ' for 
relief under section 60(2) which will be advantageous to 
him. The possibility of an employee of a foreign Govern- 
ment being required to make an actual pa 3 Tnent of tax (oh 
“due” basis) v.nthout actuall 3 ' receiving the salary will 
not arise, because section 7(1), 2nd proviso, lays down that 
wffiere tax is deductible at source, the assessee shall not be 
called upon to pa 3 ’' the tax himself unless he has received 
salary without deduction. How' far the procedure for de- 
duction (section 18) will be enforceable against a foreign 
Government will also be a matter for consideration. 

(iv) Draft clause 17(2): — ^Item (ii) relating to annui- 
ties has provoked some discussion. It has been suggested 
that annuities paid b 3 ’’ the Government or local authorities 
should be taxed as salar 3 - irrespective of whether the payee 
is an emplo3’-ee or not. This cannot be accepted, as it goes 
against the basic scheme of the section. 

Notes to clauses 18 to 21 B— interest 

The existing section 8 is now’' covered by four clauses.' on securities. 
The. first clause relates to the charge, the second relates 
to deduction, the third relates to deductions in the case of 
banking companies and the last clause relates to amounts 
not deductible. 

Clause 18 

The word ‘receivable” in the present section 8(1) has 
been interpreted to mean “received’’.' This decision has 
been given effect to and the wmrd “received” has been subs- 
tituted for the word “receivable” in the draft clause to 
make the intention clear. 

Clause 19 

This clause and draft clause 21 incorporate the subs- 
tance of existing section 8, first proviso. The language of 

^ Glauses i8 to ei. 

* Srlb Lalhhai DalpMhd vs. C. I. 7 *. {1952I 22 T. T. R. 13. Thtagaraja 

Chilliar vs. C. I. T. Madras, (1953) 24 I.'l . R. 593. 
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Notes to clause 22 to 27 

Section 9 of the existing Act has been split up into c.— income 
separate clauses’. The title of the head has been charged 
into “Income from house property”, because the section 
deals only with that property- and not any other immove- 
able property. 

In the draft, after having stated that the annual value 
is the basis of chargeability, the expression “annual value” 
is defined. The basis of computation of annual value in the 
case of a tenanted building and in the case of owner- 
occupied building is set out separately’. The main drafting 
changes are the omission of provisos and re-arranging the 
section on a more logical basis. An interpretation clause 
has been added. 

The detailed changes made in each clause are explain- 
ed below : — 

Clause 22 

The head has been changed into “Income from House 
property” as already explained. In the expression “bona- 
fide annual value” the words “bona-fide” have been omit- 
ted. The section defines only “annual value”, and not 
a “bona-fide annual value”. Section 9(2) also uses “annual 
value” only. Moreover the words “bona-fide” do not in 
any way make the meaning clearer. 

Clause 23 

Suh-clatLse (1) : — ^The sub-clause corresponds to sec- 
tion 9(2) and no change has been made. 

Sub-clause (2): — ^This is new. It seems desirable to 
embody some rules in the Act to fmmish guidance in deter- 
mining the annual value of tenanted property. The .draft 
sub-clause tries to set out the considerations to be 
borne in mind in such cases. The sub-clause, of course, 
does not purport to be exhaustive, and refers only to fac- 
tors of importance. 

Sub-clause (3) : — ^Deals with property occupied by the 
owner.. The first para sets out, in a simple form, the provi- 
sion contained in* section 9(2), first proviso for reduction 
of the annual’ value. The form has been changed .in order 
to avoid all ambiguity. The second para corresponds to 
the last line of section 9(2), first proviso. The existing sec- 
tion provides that the annual value shall not exceed 10 
per cent, of the total income of the assessee: Now the 
total income of the assessee will naturally include income 
from such occupied property. The calculation of the an- 
.nual value thus becomes a complicated mathematical pro- 
^ blem (see formula below). It will be evident from the 
formula given below that the annual value so calculated 
comes to 6/55 i.e., roughly 11 per cent, of the other income 
of the assessee. The draft, therefore, provides that this 
11 per cent, shall be taken’ as the annual value. No addi- 
tional liability is saddled on the assessee. 

^ Claires 22 to £7. 

• * Vide clause 23 
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The formula referred to above is derived as under — 

Suppose AV IS the annual lettmg value of the sel£-oc« 
cupied property Now, acwirding to section 9(2) first pro- 
viso, the annua! letting value ue, AV is 10 per cent of the • 
total income, or in other v-ords the total income is ten 
times the annual letting value Thus the total income is 

to AV 

If Y IS the other income of the assessee, then — 

Total income 10AV=Y+(AV— AV/6) 

te , 60 AV =:6Y+(6AV— AV) 

le, 60 AV=6Y4-5AV 

xe.. 60 AV-5AV=6y 

t e , 55 AV =6Y 

te. AV=6/55Y 

te, AVsslO 9 per cent of Y (roughly 11 per cent) 
Sub-clause (4) — -This corresponds to section 9(2), 2nd 
proviso The following changes have been made— 

(i) the word “occupied' has been replaced by "actual 

ly occupied’ at all places, since the proviso « 
meant only for cases where, the property, though 
occupied, IS not actually occupied by the owner, 

(ii) the case where the property remains un-occupied 
for the whole year and the case where it remains 
un-occupied for a part of the year have been dealt 
with as separate items, for the sake of clarity and 
the formula for computation of annual value m 
the latter case has been defined in clear language 
The existing expression “computed proportionate- 
ly” sounds abrupt and does not fully express what 
IS intended 

Clause 24 

Swb-clouse (1), Hem (t) — This cor'^esponds to section 
9(2), 3rd, proviso The existing provision is defective in 
form because it brings about in a roundabout way a re- 
sult which can be stated directly The gist of the clause 
IS that in the case of a tenanted property, one half of the 
municipal taxes should be deducted This need not be 
expressed m the form of a “deeming” provision (as s 9(2) 
proviso clause (a) appears to do) regarding the tenants 
liability followed bv a provision (clause (b) of the provi- 
so) for deduction if the tenant’s liability is borne by the 
owner 

The ^aft seeks to remove this defect The provision 
has also been made simnler bv removing the reference to 
the law authorismg the levy of tax etc., as unnecessary 
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may be added here that as a general rule, such laws make 
the lax payable wholly by the owner and not by the ten- 
ant. 


Item (ii) : — ^The existing section 9(1) (i) has been 
split up into two parts (a) where the property is occupied 
by the owner and (b) where it is occupied by the tenant. 
The two parts have been dealt with separately since in the 
latter case the annual value has to be reduced by the one 
half of the deduction for municipal taxes. The expres- 
sion “reduced annual value”, has been, therefore, used for 
the purpose; it has been explained in the explanation at 
the end of the clause. It is also made clear that the existing 
allowance of the one-sixth of income is in respect of re- 
pairs. 

Item (ill) : — The existing provision, section 9(1) (ii), 

is ambiguous, since the words “not exceeding one sixth of 
such value” can be read either as applying to the “differ- 
ence” or to “rent”. This has been avoided by splitting up 
the sub-clause. The Proviso for assessment year 1951-52 
has been omitted as spent. 

(As to “reduced annual value”, see notes under item 
(ii) above). 

Item (iv) : — No change has been made in the exist- 
ing provisions [Section 9(1) (hi)]. 

Item (v) : — Existing section 9(1) (iv), has been split 
up into four items (v) to (viii) for clarity. The proviso is 
transferred to a separate clause’. 

Item (ui); — See notes to item (v) above. 

Items (vii) and {viii) : — See notes to item (v) above. 

Item (ix) — ^No change has been made in the existing 
section 9(1) (v). 

Item (.t) — T he percentage for collection charges, as 
prescribed by rules, has been embodied in the Act itself. 
(As to the expression “reduced annual value” see notes un- 
der item (ii) above). 

Item (xi) — ^Verbal changes have been made to im- 
prove the language. (As to the expression “reduced annual 
value” see notes under item (ii) above.) 

Item (xii). — ^This incorporates the substance of the 
notification providing for deduction of irrecoverable rent. 

Explanation : — (See notes under item (ii) above). 

Sub-clause (2) — ^This gives effect to the principle con- 
tained in section 9(2), 2nd Proviso, last line, putting it in 
a more conspicuous form. 


* Clause 25. 
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the main provisions and to enable the reader to know at a 
glance how they are arranged. The inspiration for this 
kind of arrangement is derived from the U. S. Internal 
Revenue Code. 


Notes to clause 30. 

This clause deals with deduction for rents, repairs and 
insurance charges for buildings. 

The expression “building used for the business” has 
been used throughout the whole clause for uniformity (as 
in the existing Section 10(2) (iv) and (ix), in contrast to 
■‘building in which business is carried on” used in section 10 
(2) (i) of the existing Act). 

Draft Clause (a) (i) — Collects together the deductions 
allowable for premises used for the business, where the as- 
sessee is a tenant. 

Cases where only a part of the premises is so used, 
have been dealt with separately.* 

Draft clause 30(a)(ii) — ^Deals with the deduction for 
repairs to a building, where the assessee is not a tenant. 

Draft clause 30(b). — Corresponds to section 10(2)(ix), 
earlier part. Cases where only a part of the premises is 
used for the business, are dealt with separately.' 

Draft clause 30(c) — ^needs no comments. 

Notes ’to clause 31. 

This clause collects together the deductions for repairs, 
etc., of machinery, plant, etc. and does not need any com- 
ments, as the changes made are verbal and consequential 
_ on the scheme adopted in the draft. ' 

r Notes to clause 32. 

Suh-clause (1) — ^The various allowances in the nature 
of depreciation have been grouped together in this clause. 
To simplify the clause and make it brief, the conditions for 
’ depreciation allowance have been dealt with in a separate 
clause’. In the interest of clarity, the various classes of as- 
sets have been dealt with separately. 

Draft clause 32(1) (i) & (ii) — ^Together exhaust the first 
para of existing section 10(2) (vi). The second para of 

section 10(2)(vi), beginning with “and where ” and 

ending with the words “cost thereof to the assessee” has 
been omitted, as its operation is limited to the year of erec- 
tion of a building erected during the assessment years 1945- 
46 to 1955-56. 


^ See draft clause 38'(i). 
° See draft clause 38 (2). 
’ Vide draft clause 34. 
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(ii) Unnecessary repetition has been avoided. The 3rd 
proviso and the main para of section 10(2)(vii) have -been 
combined in the draft in clause 32(1) (iv), since the princi- 
ple is the same. 

Much of the existing 4th proviso repeats parts of the 
3rd proviso. The draft clause 32(1) (iv) expresses the prin- 
ciple behind these two provisons in such a manner as to 
render repetition unnecessary in the draft for the fourth 
proviso'. 

(iii) Simplicity in expression in general has been at-' 
tempted. For example, the 3rd proviso at present says that 
where insurance, etc., moneys are received, then the amount 
by which the difference between the written down value 
and the scrap value exceeds the amount of insurance 
moneys is allowed as a deduction. This merely embodies 
the simple proposition (vide proposition 3rd above), that in- 
surance moneys are added to the scrap value. 

Thus — ^the existing formula is — 

Written do^vn value minus scrap value minus Insu- 
rance-Allowed deduction (Shifting “scrap value”, this be- 
comes) 

Written down value minus (Scrap value -t- Insurance) = 
Allowed deduction. 

The draft adopts the second formula. 

Suh-clause (2) — needs no comments. 

Notes to clause 33. 

Existing section 10(2) (vib) has been incorporated here. 
An important change has been made with reference to the 
year in respect of which the development rebate is to be 
allowed. The existing section allows it only for the year of 
acquisition or installation; but it seems desirable to allow 
the rebate in the next year, if the ship or machinery is ac- 
tually put to use in the next year. 

The proviso to existing section 10(2)(vib) has been 
transferred to a separate clause relating to conditions for- 
depreciation and development rebate’'. 

The changes made by the Finance Act, 1958, have been 
given effect to. , 

Notes to clause 34:. 

Suh-clause (1) — ^The provisos to section 10(2) (vi) and 
section 10(2)(vib) of the existing Act lay down that the de- 
duction under these clauses is to be allowed only if the pres- 
cribed particulars are furnished. The draft embodies this 
requirement and extends it to deductions imder existing 
section 10(2)(via) and lG(2)(vii) also, since these cases 
should stand on the same footing so far as the point under 
discussion is concerned. 

^ Draft clause 41 (2). 

® Vide draft clause 34 (3). 
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Notes to clause 35. 

Suh-claxise (1) — Item (i) needs no comments. Items 
(ii) and (iii) represent section 10(2) (xiii), which has been 
broken up for clarity. Item (iv) corresponds to section 
10(2) (xiv), relating to allowance for capital expenditure 
on scientific research. For simplicity, the broad principle 
for allowing such expenditure as a deduction, embodied in 
existing section 10(2) (xiv), first para, earlier portion, has 
been embodied here. The rest of the provisions of section 
10(2)(xiv), and its provisos deal with (i) detailed conditions 
and provisions for deduction, or (ii) rules regarding profit 
on sale of the asset or (ii) interpretation. These have been 
dealt with separately." . 

Suh-clause (2) — Item (i) & Explanation. — ^These cor- 
respond to the existing provisions in section 10(2) (xiv), 
first para and first proviso. An attempt has been made to 
simplify the expression and make it direct. No change 
has been made "in the substance. As the allowance is 
granted in both cases (i.e., whether the expenditure was 
incurred before or after commencement of business), it 
will suffice to say so, without making separate elaborate 
provision for the two cases. 

The draft Explanation ’ states the first Proviso in a 
different form, which is positive. 

Item (ii) — needs no comment, except that the affirma- 
tive provision in existing section 10(2) (xiv), 2nd Proviso 
(a) (ii), has been made to precede the negative provision 
in section 10(2) (xiv), 2nd Proviso, (a)(i). The deduction 
allowed under this' item takes the place of the l/5th in item 
(i). This is made clear in the draft. 

Item (iii) — ^Language has been simplified. 

Item (iv) — ^Needs no comments. 

Item (v) — Correspondens to the earlier portion of sec- 
tion 10(2)(xiv), 2nd Proviso (e). The latter portion has 
been transferred to the interpretation clause.’ 

Suh-clause (3) — needs no comments. The contents of 
the Explanation to section 10(2) (xiv), have been transfer- 
red to the interpretation clause.’ 

Suh-clause (4) — needs no comments. 

Notes to clause 36. 

Suh-clause (1) — deals with deductions for insurance of 
stocks and stores. 

Suh-clause (2) — Item (i) — ^needs'no comments except 
that the wording in the existing section 10(2) (x), proviso, 
has been sought to be improved. The existing phrase, “the 


* Vide draft clause 35(2) and draft clauses 41(3) and 42(5) respectively. 

* Vide draft clause 42(1), Explanation i. 

® Fide draft clause 42(5). 
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amount xs of a reasonable amount" unnecessarxiy repeats 
the word “amount" 

(h)— T bjs IS new and has been added to help an 
assessee to get a deduction where bonus is paid in pursu- 
ance of any award of an industrial or other tribunal even 
if the amount is not reasonable, that is to say, even if the 
conditions m the existing section 10(2)(x), proviso, are not 
satisfied f 

Sub-clause <3>— corresponds to existing section 10(2) 
(lu) The proviso has been transferred to the clause on 
amounts not deductible*, m order to simplify the sub-clause 
and make the arrangement logical 

Sub-cUmse (4>— Section 58R, first para, which pertains 
to the deduction of the contribution of an employer to an 
approved superannuation fund, should really find a 
ence amongst deductions, and has therefore been referrsa 
to here 

Sub-clause (5) — ^needs no comments 

Sub-clause (6)— corresponds to existmg section 10(2) 
(xi) for bad debts The changes made are explained 
below — 

Opentrtg hnes— Instead of the words “bad and doubU^ 
debts” the words “debts or parts thereof that 
hshed to have become bad debts" have been used Tn« 
word “doubtful" is unnecessary and does not add anything 
to what is conveyed by “bad". 

Item (»)— A condition has been added that the debt 
must have been taken into account m computing the in* 
come for an earlier year This follows section ll(l)(e) 
the Canadian Income-tax Act and section 6S(l)(a) of the 
Australian Income-tax Act 

Item (n) — The requirement expressed by the words 
“not exceeding the amount actually svritten off’ etc ap- 
peanng at the end of existing section 10{2) (xi), first pes^r 
has been given here the shape of a condition 

First Proviso — This embodies the latter ^alf of the 
existing proviso [The earlier half of the existing proviso 
deals with “profit \ nrt “deduction", and is therefore trans- 
ferred to a separate clause' ) 

Second Prooiso — ^is intended to meet a case 
this — 


A debt is written off in the accounting year 1957-58 At 
me time of the assessment for that year, the Income-tax 
OiScer does not allow it as a deduction, on the ground that 
it IS not yet established to have become a bad debt But 
assessment for a subsequent accounting year, say 
ia5a-59, takes place the harome^ax Officer has no doubt 


’ l>aft clause 40(a) (,) 
* Draft clause 41(4) 
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left as to its irrecoverability then. The debt will be treat- 
ed as a bad debt for the account year 1958-59, and the naere 
fact that it was written off in an earlier year should nor 
bar the grant of a deduction. 

This result could have been brought about by suitable 
words in draft item (ii) also (e.g., by adding “or earlier 
previous year" there). But a proviso has been preferred in 
order to avoid obscurity. 

Notes to clause 37. 

This embodies section 10(2)(xv). 

The existing section uses the words “not being ari al- 
lowance of the nature described” elsewhere; the word “al- 
lowance” has, in the draft, been replaced by the word “ex- 
penditure” which is more appropriate in the context. 

Notes to clause 38. 

Sub-clause (1) — The limitation contained in existing 
section 10(2), Proviso, regarding deduction for rent where 
a part of the premises is used as a dwelling house, has been 
incorporated here in para (a). Similar limitation regard- 
ing deduction for repairs, contained in existing section 
10(2) (ii), Proviso, has been embodied in para (b). 

In draft para (a), the aimual value of the part used for 
the business has been mentioned, in preference to the an- 
nual value of the part used as a dwelling house men- 
tioned in the existing section, as the former seems to be a 
more direct way of stating the rule. 

The words “as the Income-tax Officer rnay determine” 
do not occur in the existing section 10(2) (ii), proviso, but 
have been added in draft para (b) to maJce the matter clear 
and to have uniformity (Cf. existing section 10 (2) (i). Pro- 
viso). 

See also notes below under sub-clause (2). 

Sub-clause (2). — ^Existing section 10(2) (ix), provides 
for deduction for land revenue etc. and says that the deduc- 
tion is for that “part” of the premises which is used for 
the business. The provision for deduction has already 
been dealt with in the draft clause on deductions. The 
present draft sub-clause deals with the limitation regard- 
ing “part”. 

The provision has been made more elaborate, on the . 
lines of existing section 10(2)(i), Proviso (See notes to 
sub-clause (1) above). 

[Logically speaking, draft sub-clause (1), for section 
10(2) (i) and (ii) Proviso (for deduction for rents and re- 
pairs where a part of the premises is used as residence) 
should also be framed on the same lines as draft sub-clause 
(2). The existing provision on these points is confined to 
cases where a part is used as a “dwelling house”. It does 
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not deal with a case where the part is used not as a dwel- 
ling house but for some other purpose not connected with 
the business However, no change has been made in this 
respect in draft sub-clause (1), in order to avoid any al- 
teration in tax liability ] 


Sub-clatisc (3) — corresponds to existing section 10(3) 
The word “wholly" has been replaced by the word “exclu- 
sively" It has been held’ that the words “not wholly " 
mean that the budding is not used exclusively for the 
purposes of the business, but for other purposes also 
(These words, the court held, have nothing to do with 
the period of user during the previous year) The draft 
gives effect to this decision 

The section has also been made more elaborate by 
providing that the Income-tax OfTiccr is to determine the 
amount with reference to the extent to which the user was 
for the purpose of the business 

It must have been noticed that the Act does not deal 
with all cases of partial user in the context of deduc- 
tions 


"User may be partial in point of— 

(i) Space, 1 e., only a part of the building Is used for 
the business, 

(ii) purpose, I e , only some of the purposes of the user 
are business purposes, or 

(ui) duration, i e , the budding is used only for a part 
of the previous year 

(Moreover, there may be partiality both m point of 
space and time, time and duration, and so on ) 

The Act deals with (i) and (ii) only, and that too 
only for certain kinds of deductions It does not deal m 
so many words with (lu) The draft also does not go be- 
jond the Act, except that an earlier clause* embodies a 
provision contained in the rules regarding user which t* 
partial in point of duration 


Notes to clause 39 

No change has been made in existing section 32A. 
Notes to clause 40 


♦ 1,1 clause collects together all amounts not deduc- 
^le m coropuiing the profits and gams of busmess, etc. 

adopted is to proceed from the general to 
connnon to all assessees come first 
those applicable to particular kinds of 
assesse es are placed after them 


^ ^ ^ T vt D^tma Cement Lid 
* S«e dnfl danse 34(1) fij 
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' Para (a) — 

Item (i) — ^An attempt has been made to simplify the 
language. The last 17 words of the existing section 10(2) 
(hi) Proviso, relating to interest paid to a partner have 
been omitted, as para (b) of present draft clause will 
cover it. 

Item (ii) — needs no comments. 

Items (in) & (iv) — need no comments except that 
slight verbal changes have been made to secure clarity. 

Para (h) — ^Needs no comments. 

Para (c) — The words “expenditure or” have been add- 
ed in item (ii) in order to make it clear that moneys ac- 
tually spent (by a person having a substantial interest in 
a company) are also excluded from deductions. 

/ 

Para (d) — embodies the last line of clauses (a) and (b) 
of the Explanation to existing section 8. The bar against 
double deduction of such amounts has been embodied in 
the draft for 'that section,* but has been repeated here in 
order to make the list exhaustive. 

Notes to clause 41. 

There are provisions scattered at various places in 
section 10, enacting that a certain amount shall be treated 
as a profit of business and taxed accordingly. An attempt 
has been made here to collect all of them together. 

Sub-clause (1) — ^Needs no comments. 

Sub-clause (2) — is an attempt to state in a simple form 
the propositions embodied in the second and the fourth 
provisos to section 10(2)(vii). The second proviso is con- 
fined to assets which are sold and bring profits, while the 
fourth proviso deals with assets which are discarded etc., 
and bring profits. The draft sub-clause (read with the 
draft Explanation 1) combines both these cases. 

It must, of course, be noted that the existing fourth 
proviso is highly involved in language, and does not dis- 
close easily the rule that is to be applied. But there can 
be no doubt that the true rule is this — that if the scrap 
value plus the amount of insurance moneys etc., exceeds 
the written down value, then the excess is taxed as a 
business profit to the extent to which the original cost is 
not exceeded. 

The proviso as drafted is faithful to this rule. More- 
over, it avoids the ambiguity arising from the existing 
words “so much of the excess as does not exceed the dif- 
ference between the original cost and the written down 
value less the scrap value”. [The ambiguity arises by 


^ Draft clause 2o(ii). 
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of written down value as such. The written down value 
of an asset is an amount that is constantly diminishing, and 
cannot be frozen at the figure of written down value of 
the previous owner, as the existing section purports to do. 
The real object is to invent an “actual cost” (because a 
person acquiring property by gift and not paying anything 
for it does not, actually, incur any cost). 

The provision has therefore been placed as an Expla- 
nation vmder the definition of actual cost, wth suitable 
verbal changes. 

Explanation 3: The only change made in existing sec- 
tion 10(5) (a), 1st Proviso, is to add, after the word ‘busi- 
ness’, the words ‘profession or vocation’ to make the pro- 
vision comprehensive. (Cf. existing section 10(5)(a), 2nd 
Proviso). 

Explanation 4: Existing section 10(5)(a), 2nd Proviso, 
has been transferred to the definition of actual cost, since 
it pertains to that topic. A few verbal changes have been 
made to simplify the language. 

Explanation 5: This is based on section 12B(1), 2nd 
Proviso. 

'Sub-clauses (2) and (3) — ^need no comments, except 
that it is made clear that ships are included in “plant”. 

Sub-clause (4) — is new. The word “received” has been 
sought to be defined on the lines of the existing definition 
of “paid” in section 10(5), first para, so as to cover not only 
cash receipts, but also receipts according to the method of 
accounting. The definition is, of course, confined to the 
provisions dealing with profits from business [e.p. section 
10(2A)]. 

Sub-clause (5) — Corresponds to existing section 10(2) 
(xiv), Explanation. 

The only change made is in item (iii)(b), where, at the 
end, the words “business of that class” have been chang- 
ed into “all businesses of that class”, on the lines of para 
(a) of the same item. 

Sub-clause (6) — needs no comments. 

Sub-clause (7), Para (a) — ^The provisos to existing sec- 
tion 10(5)(a) have been shifted to the definition of “actual 
cost”, for the reasons given above in the notes relating to 
draft sub-clause (1), Explanations 3 and 4. 

Para (b) and Proviso — ^need no comments. 

Explanation 1. — Corresponds to the second proviso to 
section 10(5)(b). The form has been - changed. The exist- 
ing provision says that in cases of succession to business, 
the actual cost referred to in the main part (definition of 
“written down value”) shall be the cost to the predecessor 
in business. The effect of this is, that written down value 
that would have been adopted in the case of the predecessor 
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m business -mU be regarded as the WTitten down value of 
the asset even in the hands of the succe^or This c^ect has 
been sought to be brought about more directly m the pro- 
vision as drafted. , 

Explanation 2.— is based on section 12B(1). 2nd pro- 
viso 

Clause (c)-of the existing definition of tvritten down 
value has been shifted to the definition of “st - 

See notes above relating to draft sub-clause (1), Explana 
tion 3 

Explanotion 3 —embodies existing section 10(5). Ex- 
planation, latter half, without any change 

Notes to cloufB 43 

This IS a new clause There is some doubt 
ther the residences constructed for employees huuaing 
used for the purposes of the business or not The admim^ 
trative instructions appearing on page 447 of the income' 
tax Manual, 10th Edition, are as follows — 


"Buildings belonging to the owner of a busme« 
and used by him in order to house bis employees are 
buddings used for the purpose of business where w® 
occupation by the employees of property o^ed by tne 
employer who carried on a business is subservient w 
and necessary for the performance of their duties Jn 
any other event such buildings would be 
under section 9 irrespective of the fact whether any 
rent is paid by the employees or not ” 

The instructions which appear to be m 
with the strict legal position, are sought to be codinec 
by this clause 


Notes to clause 44 

The provisions regardmg insurance business, contain- 
ed in the existing Schedule, have been placed in the d^t 
First Schedule, but Rule 9 of the existing Schedule has 
been placed here in view of its importance (Eof 
nition of "mutual insurance company”, see the 
African Income-tax Act, 1941, First Schedule, para 2(o) 1 

Notes to clause 45 

General — 

E— Capital _ 

gam, Existing section 12B has been split up into several sec- 

tions m the draft in ordm; to facilitate its understanding 
The charging provision comes first, followed by the yeM 
of charge and mode of computation of the gams Detailed 
provisions for fixing the cost of the asset follow next, and 
provisions, in the nature of exemption come at the end 
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Draft clause 45. — ^The changes, made are verbal only.. 
The existing words “the tax shall" be payable” have been 
replaced by the words “shall be chargeable to in- 

come-tax” as in other sections. The words “save as other- 
wise provided” have been added merely as a drafting im- 
provement. 

The existing reference to the date 31st March, 1956, 
has been omitted as obsolete. 

But it has been made clear that the transaction must 
have been effected “in the previous year”. Though this 
might amount to a repetition of a provision already con- 
tained in the Act, namely, that income chargeable as capi- 
tal gains is deemed to be the income of the previous year 
in which the transaction took place,’ still such clarifica- 
tion appears to be useful in the main section also. 

Notes to clause 46. 

This clause fixes the previous year to which the income 
should be related. 

Notes to clause 47. 

Existing section 12B(1), 1st proviso, and earlier. part of 
the 2nd proviso, have been combined together. The latter 
part of the 2nd proviso really appertains to the definitions 
of “actual cost” and “written down value” and is placed 
there. 

Sub-clause (i) — ^needs no comments. 

Sub-clause (ii) — ^The existing provision reads “any dis- 
tribution under a deed of gift”. The term “dis- 

tribution” may not, it is apprehended, cover a gift to a 
single donee. It has, therefore, been replaced by “transfer”. 
The words “deed of” have been omitted, so as to include 
oral gifts. 

Sub-clause (Hi) — ^The existing provision requires that 
the subsidiary company should be “registered under the In- 
dian Companies Act, 1956”. (Before its amendment in 1956, 
the wording was “registered under the Indian Companies 
Act, 1913”.) Obviously, however, the intention is that the 
subsidiary company should be an “Indian company”. The 
wording has been changed accordingly. (It may be noted, 
that the existing wording would, if construed strictly, ex- 
clude companies registered under a pre-1956 law, and this 
narrows down the scope. On the other hand, it would slight- 
ly widen the scope by being silent about the registered 
office being in India — a requirement mentioned expressly 
in the definition of “Indian company”.) 

Notes to clause 48. 

Sub-clause (1) — Item (i) — ^The words “wholly and ex- 
clusively” have, been substituted for the existing word 
“solely”. This will secure uniformity in language ^vith 
analogous provisions, e.g., existing section 10(2)(xv). 


^ See existing section i2B(l), main para, latter half. 



certain there are cases existmfl section 

„ns.derat.on But th^ ™ S by ^ 

f isrsee\" rn%sg,\ 

improvements) vary j„ ^^^er to cove 

o£ acquisition to use some conven .gaimory 

giiss?iH.s=«“- 

sake of simplicity (addilnnis 

As to t^-Sf^avr^Jt bcer& 

and alterations) they ha ^ It uith » ^),at is 

HSrlytlliSSSiS 

lSsen”h«"» rhe^Ltua. cost 

Notes to clause 49 ^ ^ 

In the loUomng cla^ra ‘J't^fia'Jd doOT 
statutory cost of the capital asset 

Assets for ivhich depreciation “[’ , depr“*! 

have been dealt with separaldy The lU case of de 

-s^rt^^»£?rss||a| 

IS substituted subsequent depreciation n 

in the case oi such assets ^ 

Item (ivKdl of 'he draft clause U|es*e^"^^^^^^ 

cable or irrevocable trust , since there _ 

entiatmg betw een the two 

I Viii< draft clauses y>-5i 



361 

Notes to clause 50. 

General — 

The cost of an asset to be allowed for the purpose of 
computing capital gains can be described as made up of the 
following ingredients : — 

(a) The basic amount. This is (i) cost of acquisition or 
(ii) written down value or (iii) in certain special 
cases, the fair market value on a certain date. 

(b) Addition for expenditure on improvement to the 
assets. 

^c) Eeduction for depreciation. 

(d) Adjustment for profits assessed or losses deducted 
under section 10(2)(vii), 3rd and 4th provisos. 

. Items (c) and (d) are not applicable to non-depreciable 
assets. 

The existing section mentions all these ingredients while 
dealing with the normal situations covered by section 12B 
(2)(ii) and 2nd proviso, but does not do so when dealing with 
certain special situations. In the draft, however, it has been 
considered desirable to make the provision for each situation 
elaborate and to state all the applicable ingredients. 

Scheme — 

The scheme adopted in the clause is to deal in separate 
sub-clauses with the mode of statutory cost according to the 
mode of acquisition. (The modes of acquisition have been 
classified in a preceding clause).' 

Suh-clau.se (1) — 

Para, (a) — the words “cost of acquisition” have been 
substituted for the existing words “actual cost”, as being 
more appropriate. Incidentally, the expression “actual 
cost” might give rise to the impression that the definition of 
that expression in section 10(5) is applicable here also. 

As to the expression “cost of improvements” see the 
interpretation clause at the end of this group. 

Para, (b) — ^The existing section creates a slight diffi- 
culty in understanding it, because it combines two .things 
in one, namely, (1) where the capital asset became the 
property of the assessee before 1st January, 1954, and (2) 
where it became the property of the previous owner be- 
fore the 1st- January, 1954. The draft separates these two 
situations and deals with them separately for the sake of 
clarity. 

The existing provision requires that the fair market 
value should be “proved” to the satisfaction of the Income- 
tax Officer. This requirement has been omitted, as it is im- 
plied in all proceedings before the Income-tax Officer. 


1 See draft clause 49 and notes thereto. 
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Sub-clause ( 2 ) 

Notes to clause 51. 

Th.s relates to 
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Notes to clause 52 
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Wrttes to clause 53 
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Notes to clause 54 
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■directly or onutt^ 

does not appear to be necessary aim 
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The draft clause has, further, been limited to cases 
where the actual consideration is not correctly given in the 
deed. The power should not extend to cases where the 
consideration, though law, has been correctly recited in the 
deed. 


Notes to clause 55. 

The question of transferring this to the chapter on 
“Exclusions from Total Income” was considered, by us, but 
we thought it more appropriate to retain it here. 

Notes to clause 56. 

No change of importance has been made in existing 
section 12B(4) (b). 

C 

Notes to clause 57. 

“Adjusted” — ^Existing section 12B(2), 2nd proviso says 
that in the case of depreciable assets, the cost of the assets 
(i.e. the written down value) has to be adjusted by losses 
deducted or profits assessed under existing section 10(2)(vii), 
3rd and 4th provisos. Even in cases where the fair market 
value on a certain date is substituted, this deduction has 
_ to be made. 

In order to avoid the necessity of repeating the words 
“diminished by losses and increased by profits” frequently, 
the substantive draft clauses’ for calculating the statutory 
cost use the short expression “adjusted”, and the present 
clause seeks to define it. 

“Cost of improvement”. — ^Existing section 12B(2)(ii) 
says that the actual cost of an asset shall include expendi- 
ture of a capital nature on additions or alterations to the 
asset. Even in cases where the actual cost is to be replaced 
by the fair market value as on a certain date, improvements 
subsequent to that date havq .to be taken into accoimt. 

In order to avoid the necessary of repeating the lengthy 
expression “expenditure of a capital nature” etc., the sub- 
stantive draft clauses use the short expression “cost of any 
improvements”, and the present clause seeks to define it. 

The existing provision, section 12B(2)(ii), last lines, 
specifically excludes expenditure deductible.- under other 
heads. 


Notes to clause 58. 


Clause 58 

This clause deals with income taxable under the resi- p_Yjjp 
duary head “Income from other sources”. Sub-clause (1) from 
embodies the general principle, while sub-clause (2) lists sources, 
some specific items deserving special mention. 

. Vide drafb clauses 50-51. 

24 — 1 Law Com. 58 
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The draft expresses the meaning of the clause in the 
form of a simple mathematical formula. (The method of 
adopting such formula is not novgj and is to be found in 
the South African Income-tax Act.) 

The formula is explained below : — 


If G is the amount as grossed up, D the amount of the 
net (i.e. actual) dividend, and R the rate of income-tax ap- 
plicable to the company expressed as a percentage, then, 
the existing rule is that — 



GR 

i.e., G minus = D 

100 



100 


By transpo- 
sing left and 
right hand 
side. 

(by transpo- 
sing D and G) 


lOOXD 

G = 

100— R 


(Simplified) 


Now G is composed of the net amount of the dividend, 
plus the increase: 

lOoxD 

i.e., G = D -f- Increase = 

too— R , 

jooD (Transposing 

or ’'ncrease = — D D) 

too— R 


Now, if D on the extreme right hand is expressed in 
terms of fraction of 100-R. then, 

lOoD D (too— R) 

Increase = — 

100— R too— R 


i.e., ■increase 


100 D — [lOoD— RD] 
too- R 


RD 

i.e.. Increase = 

100— R 

Therefore the gross dividend is the actual dividend plus 
the increase so arrived at. 


Sub-clause (3) — This is based on the existing proviso to 
section 16(2). The expression “sum” has been replaced in 
the draft by the expression “fund” which is more appro- 
priate in the context. 
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Notes to cloiue 60 

Deductions (pertaining to income from other sources) 
have been made the subject-matter of a separate cJa^. as 
has been done m the case of income under other heads ea 
profits of business 

Item (t)— needs no coTianeols 

Item {«)— Existing sections 12(rf) and 12(4) provide ^t 
where machinery etc is let on hire, the assessee shall oe 
“entitled to allowances” m accordance vrith the provisions 
of section 10(2), clauses (iv) to fvii) Now, these clauses ol 
section 10(2) provide for two mings — 

(1) Deductions for certain expenses, depreciation and 
loss on sale, 

(2) Charging of tax on profits on sale, destruction etc 
of assets (Section 10(2)(vii), 3rd and 4th provisos) 

Logically, Oierefore, section 12(3) and 12(4) are to be 
construed as adopting not only the provisions for deductions 
but also those for promts, m the clauses referred to 

The provisions for deductions are incorporated m the 
draft Item under discussion The words “so far as may be 
have been added, since these provisions may not fit wora 
by word m respect of income from other sources. OtbM 
verbal changes are consequential on fbe sdieme adopted 
m the draft for existing section 10(2)(iv) to (vi) 

So much of section 10(2)(vii) as deals vath the 
of tax on profits arising from sale etc has been 
m the separate draft clause to follow, entitled 'Trofits 
chargeable to tax” 

rtem (tu) — Instead of the present wording “solely fo*" 
the purpose of “ the words “wholly and exclu- 

sively” have been used, to secure uniformity wnlh the lan- 
guage of existing section 10(2)(xv> 

Notes to clause 61 

Amounts not deductible have been dealt with separate- 
ly in this clause 

Sub-clause (a) — ^Item (i) needs no comments. lo 
items (li) and (m) m^ior verbal changes have been made 
on the lines of changes in the corresponding provisions for 
income under other hea^, (eg see the draft for existing 
section 10(2)(m), Proviso) 


Sub-clause (b) — Section 12(5), m part, provides that the 
provisions of existing section 10(4A) apply to income from 
other sources as they apply to income from business Since 
section 10(4A) relates to amounts disallowed as deductions, 
this part of section 12(5) finds a place here 


,. 1 ... of existmg sectum 12(5) is incorporated m t 

clause, to follow dealing with profits chargeable to tax 
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Notes to clause 62. 

Sub-clause (1) — needs no comments. 

Sub-clause (2) — See notes under draft clause entitled 
“Deductions”. 


CHAPTER V 

INCOMES OF OTHER PERSONS, INCLUDED IN 
ASSESSEE’S TOTAL INCOME 

Notes to clause 63. 

Existing section 16(1) (c) deals with two kinds of trans- 
fers: (1) transfer of income only, without transfer of the 
corpus, and (2) revocable transfer of th# corpus. In order to 
prevent the two kinds of transfers being mixed up, it is 
considered desirable to separate the two into two sec- 
tions. 

The draft clause under discussion deals with the first 
kind of transfer. The existing section uses the words “set- 
tlement or disposition” and then goes on to define these 
words as including, besides other things, “disposition” (see 
second proviso). For the sake of brevity, only the word 
“transfer” has been used in the draft throughout the group 
of clauses incorporating section 16(i)(c). The word ‘trans- 
fer’ has been defined separately. 

The existing section contains the words “from assets re- 
maining the property of the settlor or disponer”. These 
words do not easily convey the exact meaning. The obvi- 
ous intention is to refer to a case where there is no trans- 
fer of the property from which the income arises. This is 
made clear in the draft. 

Provisos 1 and 3 to the existing section 16(l)(c) are 
framed in wide language so as to convey the impression 
that they are applicable to transfers of mere income also. 
But since transfers of mere income (that is, transfers co- 
vered by the draft clause under discussion) fall within the 
section “whether revocable or not”, it seems incongruous 
to give any definition of “revocable” in respect of such 
transfers. It could not have been the intention that if the 
transfer of income is itself irrevocable, then the section will 
not apply. The first and third provisos should therefore 
be confined to transfers of corpus, being revocable. The cor- 
responding draft clauses' accordingly narrow down the 
scope. 

Other changes are verbal. 

Notes to clause 64. 

One or two verbal changes have been made, which 
do not need any comments. 


* See draft clauses 65, 66. 
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Notes to clause 65 

The existing provision, t.c, section 16(l)(c), third provi- 
so, applies only to “settlement or disposition" It does not 
mention “transfer”, but obviously all transfers of corpus 
are also covered by the proviso, since the main para of 
section 16(l)(c), latter part, speaks of "revocable transfer 
of assets”, and the proviso is intended to save certain trans- 
fers which though revocable, arc not revocable for a 
certain period Hence the draft mentions transfers 

Sub-clause (1)— The existing provision speaks of a set- 
tlement etc which IS not revocable during the hfe-time of 
the ‘ person". This “person” is obviously the transferee (see 
the opening line of the existing section 16(l)(c) which be- 
gins with ‘ all inctjme arising to any person”) This has 
been made clear in the draft m pata (a) In the case of a 
transfer by way of trust, the transferee, that is, the person 
to v.hom the income auses, is m theory, the trustee, but m 
substance the beneficiary This has also been specifically 
provided for m the draft 

Sub-clawe (2)~The verbal changes made are conse- 
quential 

Notes to douse 86 

The small verbal changes made are consequential' 

Retrjmsfer of "Income”, mentioned m the existing se^ 
tion and also in the draft, will be applicable where, though 
the transfer is of corpus, the income is retransferable or 
resumable 

The definition of ’ settlement or disposition", contained 
m the second proviso, has been replacea by a definition of 
transfer The definition of “settler or disponer" contain- 
ed in the existing second proviso, does not seem to be 
necessary The intention behind the definition, probably, 
was to clarify that in the case of a settlement by two or 
more persons each of the settlors is regarded as a settlor 
It IS unnecessary to have such a provision by way of 
specific definition 

Notes to clause 67 

The words “being a male” have been added after “an 
individual” The reason is that the provision m question 
applies only to males as is now settled by the Supreme 
Court* 

existing sections 36(3)(a> and 16(3)(b) 
both begin w ith the words ‘'so much of the income” This 
IS provided in the draft clause opening lines, by the words 
all such income’ , and repetition in the item corresponding 
to section 16(3)(b) has been avoided 

* Ste notf j to draft daxues 63 and 65 

•C/r tisStJrtOm (I957)3atTR 615SC 
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The significance of section 16(3) lies in the principle 
that the income of one person (wife, child etc.) is regarded 
as the income of another person. In other words, the income 
arising to A is attributed to B. This has been brought out 
directly in the draft by commencing each item with words 
“to his wife” etc. (The existing items begin with words de- 
noting the properly and not the person;. 

The words “her husband” have been replaced by “such 
individual” for the sake of precision. 

The words “of which” a person is a partner, have been 
replaced by “in which”, as being more happy in the context. 

Items (ii), (iii) & (iv) — See notes to item (i). 

Item (v) — ^The existing section 16(3)(b), while speak- 
ing of “minor child”, does not exclude the case of a married 
daughter. But an exception should be made for married 
daughters here also, as has been made by the existing sec- 
tion 16 (3) (a), item (iv), since there is no reason for not 
having the same provision in both the cases. The words 
“not being a married daughter” have, therefore, been ad- 
ded in the draft. 

CHAPTER VI 

AGGREGATION OF INCOME AND SET-OFF OR CARRY 
FORWARD OF LOSSES 

Notes to clause 68. 

Incomes on which income-tax is not payable have been 
dealt with in a separate Chapter. Since such incomes form 
part of the total income for purposes of .rate etc., this clause 
states that rule clearly. 

' Notes to/clause 69. 

Sub-clause (I) — ^Existing section 16(1) (b), dealing with 
the method of computing the share of the partner in the 
income of the firm, presents some difficulties. In the first 
place, the words “increased or decreased respectively by 
his share in the balance of the profits or loss after the 
deduction of any interest, salary, commission or other re- 
muneration payable to any partner, in respect of the pre- 
vious year” create some ambiguity, as it is not clear whe- 
ther the words “after the deduction” are to be read with 
“his share” or with “balance” or with “profits or loss of the 
firm”. Secondly, the words “increased or decreased res- 
pectively” leave some scope for improvement and simpli- 
fication. Lastly, the section is a bit involved. An attempt 
has, therefore, been made to recast the provision and state 
the mode of computing the share step by step. 

The direction to deduct interest etc. payable to any 
partner, contained in the existing section, is obviously 
necessary, in view of the fact that existing section 10 (4) (b) 
disallows the deduction of any payment by way of interest 
etc. made by the firm to a partner. What section 16(l)(b) 
does is to authorise this deduction by a positive provision, 
when computing the partner’s share. 
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The existing expression “profits or loss” has been re- 
placed by ‘ total income”, which is more precise 

The word “paid' has been used m paragraphs (a), (b), 
(c). instead of the existing word “payable" The word h^ 
been defined m the clause This will secure uniformity 
with existing section 10(5) 


Sub-clause (2>— This clause is new and is intended to 
make it clear that the classification of income under the 
various heads as given in existing section 6 is applicable 
to the share of a partner, m the same w'ay as it applies to 
the firm In other words, just as a firm’s income can be 
classified under “Income from house property' , Income 
from business” etc, similarly, even after the apportion- 
ment of the income to the partner, the amount apportion- 
ed to a partner is classified under various heads. 


Sub clause (3>— This is new It gives effect to a deci- 
sion of the Bombay High Court* which holds that interest 
paid on money borrowed by a partner and utilized by him 
for investing as capital m the is allow able as a deduc- 
tion in computing the partner’s total income, m so far as 
the total income comprises his share in a firm’s income 
For the sake of comprehensiveness, it has also been 
made clear that no other deduction is allowed in respect 
of the share 


Sub-clouse (4>— Existing section I6(l>(b), proviso, has 
been reproduced in this sub-clause Strictly speaking, this 
provision should be placed along with provisions for set 
off However, it serves a useful purpose as indicating 
that there is scotc for set off It has therefore been 
allowed to remam here. The words ‘ m accordance" would, 
of course, make it clear that a partner's right to set off 
IS not absolute, but is subject to the provisions of existing 
section 24 


Notes to clause 70 

This clause is new and is intended to give effect to 
the legal principle that unexplained cash credits appearing 
m the books of accounts of the assessee are assessable as 
mcome’ 


Under the decision of the Patna High Court cited, 
above , ^ch cash credits are treated as the mcome of the 
financial year preceding the assessment year, as the asses- 
see could not have opted for any other previous year for 
clause definitely laid down 
mat tt^ previous year to which the mcome represented 
by such cash credits could be rdat^ is the previous year 
lor which the account bools are maintained and the cash 
credit IS entered 


t f ^ <1955) 27 rr/^9 

S« /t IW5S) 27 tTR 515 Patna H.gtx Court) 

also page 557 of Kangannd alUunla 1958 EdtUoo, 
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Notes to clause 71. 

This is new. Investments not appearing in the books 
and not explained satisfactorily are made assessable for 
the financial year in which the investments have been 
made. 


Notes to clause 72. 

This is new. It deals with set off of a loss from one 
business against profits rmder any other business,' The 
principle is well accepted by courts', and has been codified 
for the sake of comprehensiveness. 

Notes to clause 73. 

General — ^The scheme of section 24 of the existing Act 
has, in the draft, been altered by a redistribution of its pro- 
visions. The existing section deals separately with — 

(1) set off in the same year, and 

(2) set off in succeeding years. 

But an alternative method of arrangement of the pro- 
visions would be to deal first with set off of losses, whe- 
ther in the same year or in succeeding years and then 
state the exceptions in both cases. This would give to a lay- 
man a complete picture of what is to be done with regard 
to the losses sustained by him. The draft, therefore, pla- 
ces the provisions contained in the existing section 24 m 
separate sections in the following order — 

O 

(i) General provision regarding set off in the same 
year and set off in the succeeding years; 

(ii) special provisions regarding speculation losses; 

(iii) special provisions regarding set off of losses under 
capital gains; 

(iv) special provisions for registered firms; 

(v) special provisions for unregistered firms assessed 
as registered firms; 

(vi) special > provisions for partners of unregistered 
&ms; 

(vii) change in constitution of firms; and 

(viii) submission of returns in respect of losses. 

Sub-clause fl) — ^As already explained above,. the gene- 
ral rule relating to set off. whether in the same year or in 
succeeding years, has been dealt with in the beginning.^ 


^ Anglo French Textile Co Ltd.,V- C.I.T., (1953), 23 T.'^.R. 82. For other cases 
see Kanga and 'alkhivala’s commentary on the Act. 1958 Edn., p. 322. 

’ Draft clause 73. 

/ 
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The words “had no other head of income” have been 
replaced in the draft by the words “had no income under 
any other head”, in order to make the intention clear that 
carry forward of the whole loss is allowed because there 
is no income^ against which the loss could be set oS in the 
year in which the loss arose. 

Section 24(2), Proviso (a), has been already repealed. 

Section 24(2), Provisos (c), (d) and (e), are dealt with 
in succeeding clauses. 

Section 24(2), Proviso (f), has been omitted, as its ope- 
ration was confined to assessment years which have all ex- 
pired. 

Section 24(3) is being transferred to the Chapter on 
Procedure for Assessment. 

Sub-clause (3) — ^Does not need any comments'. 

Sub-clause (4) — Carry forward of losses is allowed for 
a maximum period of eight years now [See the amendment 
made by the Finance (No. 2) Act, 1957]. Sub-clause (3) 
embodies this rule. In the existing Act (as amended in 
1957), the words “but no loss shall be so carried forward 
for more than eight years” appear as a part of section 24(2), 
clause (iii). This causes an ambiguity as to whether the 
limit of eight years is to be coimted with reference to the 
carry forward referred to in section 24(2) (iii) or whether 
in counting eight years the year of first carry forward 
under section 24(2)(ii) is also to be counted. The latter 
construction is, obviously, what was intended. In order to 
make this clear the limitation has been placed in a separate 
sub-clause. 

Notes to clause 74. 

General — Speculation losses have been dealt with se- 
parately in this clause. ' 

Sub-clavJe (1) — ^The expression “speculation business” 
has been substituted for the expression “business 
consisting of speculative transactions etc.”, since the draft 
clause relating to chargeabili^ of income under the head 
“Profits and gains of business etc.”' makes use of the ex- 
pression “speculation .business”. 

Sub-clause (1) relates to the very previous year in 
which the loss was incurred and is based on the first pro- 
viso to existing section 24(1). 

Sub-clauses (2) and (3) and (4) — ^The carry forward 
and set off of speculation losses ha? been dealt with here. 
The clause has been made self-contained, for the sake of 
convenience, though this has necessitated a slight amount 
of repetition.’ ' • 

^ As to the correct interpretation of this provis’on see now Aluminium 
Corporation of India vs C I.T. West A. R. (1958) Cal. 404. 

* Draft clause 28, Explanation 2. 

® See also notes to draft clause 73 (2), 
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NotM to ctottfc 75 

The changes made are verbal and do not need 
comments Notes to the mam clause dealing set off 
explain the drafting changes made m the ejastmg section 
24(2), and the draft clause under discussion has also been 
framed keeping m view those changes 

As already explained in the notes to that clause, the 
position regarding set off against capital gams has been 
dealt with comprehensively m this clause 
Notes to clause 76 

Sub-clause (1>— does not need any detailed comments 

Sulxlause (2)— The prohibiUcm against carry forw^J* 
by a registered nrm, contained m existing section 
proviso (c), earlier half, has been embodied in this clause 
with a few drafting changes explained below 

The existing provision refers to the loss of a registered 
firm “which has been apportioned" These words are irnsr 
leading, m the case of a registered firm apportionment JS 
compulsory and universal and no question of confining me 
provision to a loss which ‘has been’ apportioned can anse 
The language has, therefore, been sbghtly altered, and tne 
words m question omitted. 

As a matter of fact it is not necessary to have any pro- 
vision at all to the effect that a registered firm 
carry forward its losses The reason is, that when the lo» 
of A IS apportioned between B and C, it no longer subsists 
as the loss of A, and the question of its carry forward by 
A should not arise The proviso is, however, useful by 
way of clarification particularly m view of the peculi^ 
nature of the provisions for assessment of firms and part- 
ners in the Act, and has, therefore been retained. 

The prohibtion is presumably applicable to the carry 
forward and set off of losses under capital gams also and 
the draft has been framed on this assumption 
Notes to clause 77 

Existing section 24(2), proviso (d), says that when an 
unregistered firm is assessed under existing section 23(5)(b), 
its losses shall "also be earned forward and set off under 
this section as if it were a registered firm" This is not an 
accurate way of statmg the position A registered firm is 
never allowed to carry forward its loss [see existing sec- 
tion 24 sub-section (2), proviso (c), earlier half], and there- 
fore, to say that the loss may be "carried forward as if 
it were a registered firm" is meaningless. The language 
has, therefore, been altered. 

Notes to clause 78 

G^eral— The second proviso to existing section 24(1) 
of two parts, the earlier part dealing with unregis- 
tered firms and the latter part dealing with registered firms. 

> Qauie 73 (i) 
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This clause deals with unregistered firms, while registered 
firms have been already dealt with*. 

Sub-clause (1) — The existing provision, for unregistered 
firms, says that the loss of the firm shall be set off only 
against that income of the firm and not againt the income 
of any of the partners. When analysed, this gives the fol- 
lowing propositions : — 

(1) The loss of the firm shall be set off only against the 
income of the firm. This proposition has been se- 
parately dealt with in the draft, though it follows 
from the principal provision in the draft* i.e., any 
assessee is entitled to have loss under one head set 
off against the income under any other head. That 
provision applies to imregistered firms, just as it 
applies to the other assessees. 

(2) The loss shall not be set off against the income of 
“any of the partners”. 

What is really meant is that where an assessee is a 
partner in an unregistered firm and his share is a loss, the 
loss cannot be set off against his other income. Draft sub- 
clause 2(a) embodies this proposition. 

Sub-clause (2) — As to para, (a), see notes above. As to 
para, (b), minor changes have been made. 

Strictly speaking, this provision is also unnecessary. 
The main provision in section 24(2) applies to all assessees, 
including unregistered firms. Therefore, any loss incurred 
by the firm is to be carried forward in computing the 
firm’s income. The question of its carry forward in a 
partner’s income cannot arise. The provision is. however, 
useful by way of clarification, as it emphasises the propo- 
sition that a partner in an unregistered firm cannot claim 
a separate set off and that all that is allowed is the collec- 
tive set off available to the firm as a whole. 

Notes to clause 79. 

This clause does not need any detailed comments, ex- 
cept that the draft makes it clear that the limitation im- 
posed by the existing section applies in respect of set off 
under existing sections 24(1) and 24(2A) as well as imder 
section 24(2) and section 24(2B). 

Notes to clause 80. 

A part of existing section 22, sub-section (2A), has been 
incorporated in this clause, since it is germane to the set 
off of losses. 

The limitation should apply not only to carry forward 
under existing section 24, sub-section (2), but also to carry 
forward under existing section 24, sub-section (2B). This 
has been made clear in the draft. 


* Draft clause 76. 

• Draft clause 73 (i). 
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Notes lo clause 75 

The changes made are verbal and do not net 
comments Notes to the mam clause dealing with si. 
explain the drafting changes made m the ewstme se 
24(2), and the draft clause under discussion has also l 
framed keeping in view those changes 

As already explained m the notes to that clause, U 
position regarding set oS against capital gams has beei 
dealt with comprehensively in this clause 
Notes to clause 76 

Sub-clause (1>— does not need any detailed comments 

StiMnuse (2)-The prohibition against carry £i>™arij 
by a registered firm, contained m existing section 
proviso (c), earlier half, has been embodied in this clause 
with a few drafting changes explained below 

The existing provision refers to the loss of a registered 
firm “which has been apportioned” These words are 
leading, in the case of a registered firm apportimiment is 
compulsory and universal and no question of confining tM 
provision to a loss which has been ’ apportioned can wise 
The language has, therefore, been slightly altered, and tne 
words ui question omitted 

As a matter of fact rt Is not necessary lo have any pr^ 
vision at all to the effect that a registered firm cann« 
carry forward Us losses The reason is, that when the loss 
of A IS apportioned between B and C, it no longer subsists 
as the loss of A and the question of its carry forward by 
A should not arise The proviso is, however, useful by 
way of clarification particularly m view of the peculiar 
nature of the provisions for assessment of firms and part- 
ners in the Act and has therefore been retained. 

The prohibtion is presumably applicable to the 
forward and set off of losses under capital gams also, and 
the draft has been framed on this assumption 
Notes to clouse 7? 

Existing section 24(2), proviso (d), says that when ao 
unregistered firm is assessed under existing section 23(5)(b)» 
its losses shall “also be carried forward and set off under 
this section as if it were a registered firm” This is not an 
accurate way of statmg the position A registered firm is 
never allowed to carry forward its loss [see existing sec- 
tion 24 sub-section (2) jnroviso (c) earlier half] and there- 
fore, to say that the loss may be “earned forward as u 
It were a registered firm” is meaningless. The language 
nas, therefore, been altered 

Notes to clause 78 

General — The second proviso to existing section 24(1) 
consists of two parts the eaiber part dealing with unregts- 
tered nnns and the latter p art dealing with registered firms, 

* Qauje 73 (i) 
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This clause deals with unregistered firms, while registered 
firms have been already dealt with'. 

Sub-clause (1) — ^The existing provision, for unregistered 
firrns, says that the loss of the firm shall be set off only 
against that income of the firm and not againt the income 
of any of the partners. When analysed, this gives the fol- 
lowing propositions : — 

(1) The loss of the firm shall be set off only against the 
income of the firm. This proposition has been se- 
parately dealt with in the draft, though it follows 
from the principal provision in the dr^t' i.e., any 
assessee is entitled to have loss imder one head set 
off against the income under any other head. That 
provision applies to unregistered firms, just as it 
applies to the other assessees. 

(2) The loss shall not be set off against the income of 
“any of the partners”. 

What is really meant is that where an assessee is a 
partner in an imregistered firm and his share is a loss, the 
loss cannot be set off against his other income. Draft sub- 
clause 2(a) embodies this proposition. 

Sub-clause (2 ) — ^As to para, (a), see notes above. As to 
para, (b), minor changes have been made. 

Strictly speaking, this provision is also unnecessary. 
The main provision in section 24(2) applies to all assessees, 
including unregistered firms. Therefore, any loss incurred 
by the firm is to be carried forward in computing^ the 
firm's income. The question of its carry forward in a 
partner’s income cannot arise. The provision is. however, 
useful by way of clarification, as it emphasises the propo- 
sition that a partner in an unregistered firm cannot claim 
a separate set off and that all that is allowed is the collec- 
tive set off available to the firm as a whole. 

Notes to clause 79. 

This clause does not need any detailed comments, ex- 
cept that the draft makes it clear that the limitation in> 
posed by the existing section applies in respect of set off 
under existing sections 24(1) and 24(2A) as well as under 
section 24(2) and section 24 (2B). 

Notes to clause 80. 

A part of existing section 22, sub-section (2A), has been 
incorporated in this clause, since it is germane to the set 
off of losses. 

The limitation should apply not only to ca^ forward 
under existing section 24, sub-section (2), but also to ca:^ 
forward under existing section 24, sub-section (2B). inis 
has been made clear in the draft. 


^ Draft clause 76. 

’ Draft clause 73 (i). 
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CHAPTER Vn 

income on which no income-tax is payable 
Notes to clottsc 81 

GeneroX— . exemption from tax 

1 It should be fro,^total income dealt 

tmues to be pert ol the le 

2 Exemptions from income-tax strictly 
classified as follows «hich. though X 

''1=S”£?SfBi2SS 

the quantum of tax) 

C„) sums on which rebate ol tax is allov-ed 



...0 categories m 

„atul='cl 

under category (ll) 

eml^IeI?ure?'-d^^rbWSro'ii1n^ » 

clause relating thereto 

6 Exemptions m respect of ^Pfj'®*jJ'^hapter XI on 
ol elarity, been dealt with separately in t-n P 

supertax oarlier part, has been 

Clause 81 Exirtmg Ganges 

embodied m this clause, with mmor ver 

The latter part o{ the section has ol coume 

ted as It becomes obsolete mvmw of th^reoe^^^j 

practice not to prowde for earned mcome 

The earlier part has however b'™ retemc e 
mg It to the Government to omit it if it is oecio 
nently to abolish earned income reliei 

Notes to clause 82 

The clause does not need any comments 
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The exemption from super-tax has been dealt with in 
the Chapter on super-tax. 

* Notes to clause 83. 

The clause does not need any comments. 

The exemption from super-tax has been dealt with in 
the Chapter on super-tax. 

The question of providing for grossing up of dividends 
of co-operative societies [on the lines of the provision for 
companies — existing section 16(2)] has not been considered, 
as the provision in respect of companies has itself provoked 
a lot of controversy. ' 

Notes to clause 84. 

The clause does not need any comments. 

The exemption from super-tax has been dealt with in 
the Chapter on super-tax. 

Notes to clause 85. 

Existing section 15C has been embodied in this clause. 
The few verbal changes that have been made are explained 
below : 

Suh-clause (2) — The conditions specified in existing sec- 
tion 15C(2) are cumulative. This is clear from the existing 
language and has been made still more clear in the draft, 

Suh-clause (6) — ^Existing section 15C(6) uses the expres- 
sion “financial year”. This has been replaced in the draft 
by the expression “assessment year” which is more appro- 
priate. 

The existing sub-section speaks of the four "assess- 
ments” immediately succeeding. What is meant is, the 
four “assessment years”. The draft makes this clear. An 
Assessment made in a particular year is not necessarily 
identical with that assessment year, since sometimes an as- 
sessment is made late, after the assessment year has expir- 
ed. 


The exemption from super-tax has been dealt with in 
the Chapter on super-tax. 

^ Notes to^clause 86. 

This merely reproduces existing section 15C(4) and as 
the subject matter is different it is made a separate section. 

Notes to clause 87. • 

Items (i) and (ii)—The second and third provisos to 
existing section 8 have been embodied in these items with 
slight verbal changes. The expression “receivable” has 
been replaced by the ward “received”.* 


* Compare draft clause i8. 
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does not exceed one-fifth of the salary”. Where the deduc- 
tion exceeds one-fifth of the salary, the existing language 
would, if construed strictly, exclude the deduction in toto. 
The obvious intention, however, is to limit .the exemption 
to one-fifth and not to completely disallow the exemption 
in such cases. 

The limit of one-fifth contained in the existing section 
has been repeated in the draft; but, since existing section 
15(3) has been amended recently (vide Finance No. (2) Act 
1957) so as to raise the limit under that section from one- 
fifth to one-fourth, it would be desirable to make a corres- 
ponding increase in the limit under existing section 7(1) 
First Proviso, also. 

Suh-clause (1), paragraphs (d) & (e), do not need any 
comments. 

Suh-clause (2) — ^Existing section 15 (2A) has been split 
up for the sake of simplicity. Further, the negative form, 
of the existing provisions has been converted into a positive 
one, vide the opening lines. 

The words appearing at the end in the existing provi- 
sion, “and which is not the sum actually assured” really 
indicate a benefit over and above the assured sum. This 
is made clear in the draft. The existing words “either be- 
fore or after death” unnecessarily increase the length of 
the provision; the words in the draft “under the policy” 
will meet both the situations. (It is clear that the existing 
words “which is to be or may be received” are to be con- 
fined to payments made by the company under the policy. 

/ The existing words “either by the person paying the 
premiums or by any bther person” have been replaced by 
the words “by any person”, for simplicity. 

Suh-clause (3) — Existing section 15(3) has been re- 
produced here in a simplified form. 

The existing sub-section does not expressly mention 
sums exempt under section 58R for the purpose of count- 
ing the maximum aggregate that can be exempted; but the 
effect of the words at the rr.J of sect’on 58R. main para, 
“in the case of an employee be treated for all the purposes 
of this Act as if it were a sum to which the provisions of 
section 15 apply” is that the employee’s contributions are 
also to be counted for the purnoses of section 15(3). For 
this reason, sub-clause (3) makes a reference to all the 
sums exempt under 'any item of the draft clause, which 
will include sub-clause (1) (d) also. 

Notes to clause 89. 

General — What the Act contemplates in section 15B 
is really a rebate fat the averaee rate) in respect of tax. 
The provision has. therefore, been placed in the present 
Chapter on Rebates. 

25 — I Law Com.158 
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The intention, obviously, ■> is to require that the aUliating 
or recognising university must itself be established by 
law. This has been made clear in the draft. 

Suh-clause (6) — does not need any comments. 

The exemption in respect of super-tax has been dealt 
with separately in the Chapter on super-tax'. 

It would be conducive to simplicity and will lessen the 
work of the administration, if a provision is made for the 
issue of a certificate (after enquiry by the Income-tax Offi- 
cer or the Inspecting Assistant Commissioner -having juris- 
diction over the institution or trust) that the institution or 
trust satisfies the conditions of this section. Donations made 
to such institutions or trusts will automatically be entitled 
to the exemption if the other conditions of the section are 
fulfilled. This would obviate enquiry every year by differ- 
•ent Income-tax Officers before whom the exemption is 
claimed by donors in different jurisdictions. 

Notes to clause 90. 

The existing provision is confined to “Profits in lieu 
of salary”. In the draft it has been extended to “Perqui- 
sites” also. Perquisites may sometimes be in cash, and the 
provision might be useful in such cases. 

The power to grant relief in respect of super-tax has 
been dealt with separately in the Chapter on Super-tax'. 

Notes to clause 91. 

Existing section 25, sub-sections (3) and (4), deal with 
two things : — 

(i) total exemption for income of the year in which 

a business is discontinued nr succeeded to, and 

(ii) substitution relief, whereunder 'the income of the 
year of discontinuance or success’on can 
be substituted for the income of the immediately 
preceding year. 

The first concession has been already dealt mth in a 
previous chanter:' the second concession has been dealt 
with in the clause under discussion. A few drafting changes 
have been made in order to secure clarity. 

As to the Dosition concerning super-tax, see the Chap- 
ter on super-tax.' 


’ Vide draft clause lOg. 

- Vide draft clause n2. 

® Vide draff cluase 13 in chap'er III 
* Vide draft clause 100. 
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The provision embodied in the draft is applicable onlj 
to a business assessed under the 1918 ^a^ei 


to a Dusiness assesseu vmuui - -- 

deration whether this eoncewion is at all necessary 
the lapse of such a long time' 


CHAPTER IX 

DOUBLE TAXATION RELIEF 
Notes to clause 92 

This clause does not need any comments 
Notes to clause 93 

The following drafting changes have been made ui 
the existing sections — 

(i) The word “previous” has been added before the 
word ‘ j ear”, since residence is defined with refer* 
ence to previous year 

(ii) The existing words “country with which there is 

no reciprocal arrangeihent” ha%e been replaced ny 
the words “country with which there is no asr^e- 
ment under section [49A3 ' for the 

of precision The “reciprocal arrangement refer* 
reef to in the existing section could only be as 
agreement under section 49A. 

(m) Sub-sections (2) and (4) of existing section 49D 
have been omitted, as their operation is now spent 

(iv) Suitable words have been added at the end 
sub>clause (1> to cover a case where the Indian 
rate and the foreign rate are equal 

Notes to clauxe 94 

Existing section 49C{1) contains a reference to section 
49 But section 49 has bWn repealed bv the Income-tax 
and Business Profits Tax (Amendment) Act, 1948 (48 oI 
1948) The reference to section 49 has, therefore, been 
omitted in the draft 

No other change has been made 


CHAPTER X 

PROVISIONS AGAINST AVOIDANCE OF TAX 


Notes to cIqusc 95 


Sub-section (2) of section 42 has been redrafted vn^ 
a view to bringing out what was really intended The ob- 
ject IS to catch the income o£ tte resident where a busi* 
T^s IS earned on between a resi^nt and a non-resident and 
the profits of such business are camouflaged in such a way 


O' ibe d JCUMKHJ IQ th« Report of the hi ome im 
U 94 w» P*S«* 153 155, pangraphs 34^350 
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that the resident receives either no profits or less than nor- 
mal profits. In such a case the Income-tax Officer has 
to determine the true profits of the resident attributable 
to such camouflaged transactions. This is now brought out 
clearly in the draft. - 

The existing section says that the income of the non- 
resident shall be chargeable “in the name of the resident 

who shall be deemed to be the assessee”. These 

words have been replaced in the draft by the words “and 
include such amount in the total income of the resident”. 
This verbal change has been made for the sake of unifor- 
mity, and for emphasising the true construction of the sec- 
tion as explained above. 

Notes to clause 96. 

The existing section 44D relating to transfer of assets 
to non-residents is considerably involved in its expression. 
It is difficult to understand the section as a whole and its 
grammatical structure without some effort.’ The section 
has been slightly recast on the lines of section 
412 of the U.K. Act." The important points of difference 
between the existing section and the draft clause are ex- 
plained below : — 

(1) Sub-sections (1) and (2) of the existing section 44D 

repeat the words “transfer of assets by virtue or in con- 
sequence whereof, either alone or in conjuction with asso- 
ciated operations, any income becomes payable” 

etc. This condition precedent has been transferred in the 
draft clause to the opening lines, thus saving the repetition 
appearing in existing sub-section (2). 

(2) The existing section 44D(1) says that a transfer 
of assets must be one whereby “any income which, if it 
were the income of such person, would be chargeable to 
income-tax” becomes payable to a non-resident. This re- 
quirement of potential chargeability is thus applicable to 
the income arising from the transfer. In the draft, how- 
ever, it has been removed from that place and shifted to 
the income over which the resident has power to enjoy 
[See draft sub-clause (1) (a)]. This change is in harmony 
with the more important change discussed below under 
item (5). 

(3) In existing section 44D(1), the reference to asso- 
ciated operations occurs only in the beginning of the sec- 
tion, that is, the portion referring to a transfer whereby 
certain income arises. This reference is not repeated in 
the subsequent portion dealing wih acquisition of rights 
by the transfer. In other words, the rights giving the 
power to enjoy certain income must, at present, flow from 

^ For a criticism of s. 412 oF the U. K. Act corresponding to s. 44D of 
our Act, see p. -’ll, para. 1029(5) of the Rcpo-t of the Rojal Commiss on on 
the Taxation of Profits and 'ncome (Final Report). 

* U. K. Income-tax Act, 1952. Cf. U. K. Finance Act, 1936, Section 18. 
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the transfer itsclt Under the clause as drafted, however, 
these rights might flow either from the transfer or from 
Its. associated op rations 

(4) The words ‘ in consequence of which” occurnng 
for the second time m the existing section 44D(1) ha\e 
been omitted in the draft These words related to rights 
m consequence of which he has power to 
enjoy ’ It seems sufficient to have the words "by virtue 
of in this context 


(5) Under the existing section 44D(1), the income to 
be taxed as the income of the resident is “that income , 
that IS, the income earlier referred to as arising from the 
transfer to a non-resident, which the resident has power 
to enjoy Thus, two ingredients are required for taxing 
the income at present (ii the income must arise from the 
transfer, and (ii) it must be income which the resident h^s 
power to enjoy The draft clause, however, makes an im- 
portant departure here AU that is required m order to 
tax an income is that (other conditions being satisfied), 
it must be income which the resident has power to enjoy 
Under the draft it is not necessary that the taxable income 
should coincide with the income arising to a non-resident 
from the transfer Thus the power to enjoy must arise 
from the transfer, but the words “power to enjoy such 
xncame have been replaced by ‘ony income of a non resi- 
dent’ 

(6) The existing section 44D(2) suffers from one im- 
portant flaw in that it does not state hou> the sum referred 
to therein is to arise The section says “Where any person 
receives or is entitled to receive any sum paid by 
way of loan etc such income shall be deemt-a 
to be the income ’ of the resident One w ould have ex 
pected the section to say, like subsection (1), “when any 
person by means of any transfer receives any sum 

etc The draft sub clause (IHb) makes it clear that the 
capital sum must be one “the payment whereof is m any 
way connected with the transfer' 

This IS merely a condition to be satisfied What is to 
be charged to tax is a different matter, discussed m the 
next Item 

p) The existing section 44D(2) says that “such income 
shall be deemed to be the income’ of the resident It is 
with some effort that one is able to locate the income to 
wmeh this word such’ is aj^licable, it is the income be- 
corrtmg payable to a non-resident ui^er the transfer This 
d ®^pr6ssed m a more intelligible form in the 


existing section 44D(2) has been 
educed m the draft ^ repdacing the words “any sum 
1 °^he^ise than his income’ by the words “capi 
dau^e”(6) separately denned in draft sub- 



Notes to clause 97. 

Existing sections 44E and 44F have been combined in 
this clause, and certain important changes of substance 
have been made as follows: — 

(1) Existing section 44E(1) applies where the owner 
of the securities, having agreed to sell or transfer the 
securities, “by the same or any collateral agreement” 
agrees to buy back etc., the securities. In practice, however 
it is difficult for the Department to prove that ther,e was 
an “agreement” to buy back the securities. Moreover, as 
a matter of substance, it does not appear to be necessary 
to insist on the requirement of “same or collatoral agree- 
ment”. The object of the section is to prevent avoidance of 
tax, and the provision should extend to aU cases where 
the transaction of sale and re-purchase of securities results 
in such avoidance. The scope of the section has, accord- 
ingly, been extended in the draft [see sub-clause (1)]. 

(2) It has, however, been made clear in the draft that 
the provision in the existing section 44E will not apply if 
there was no avoidance or if the’ avoidance is not sys- 
tematic ; see 'draft sub-clause (4) which mentions sub- 
section (1) specifically. 

(3) Existing section 44F, operative part, deals with the 
cases where a person transfers securities before the dec- 
laration of the dividend, thus shifting the right to receive 
the dividend to another person. The operative part of this 
section has been incorporated in draft sub-clause (3). An 
important departure from the existing section has, hov/- 
ever, been made; the existing section provides for appor- 
tionment, vide sub-section (2), latter half read with sub- 
section (3). Under it, only the income attributable to the 
period upto the transfer is deemed to be the income of the 
transferor. Under the draft, however, the income for the 
f ull year will be deemed to be the income of the trans- 
feror, vide sub-clause (3), last line. Since the provision 
is intended to stop avoidance, it should go the full way. 

Existing section 44F(2) applies only where the avoid- 
ance is “more than 10 per cent of the amount of income- 
tax” for the year. This requirement has been omitted in 
the draft, in order to make the provision against avoidance 
more stringent. 

(4) While the operative portion of section 44F thus 

finds a place in the draft, the machinery provisions in sub- 
sections (4), (5) and (6) of that section have been omit- 
ted. The notice under section 44F(1) will now be covered 
by draft sub-clause (7). / 

Apart from these important changes, the other changes 
are of very minor nature and need no comments. The 
existing section 44D(7)(c) relating to dividends deemed to 
have been distributed to a person has been omitted in view 
of the form in which section 23A stands after its amend- 
ment in 1955. 
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CHAPTER XI 

SUPER-TAX 
Notes to clause 98 

SutJ-claiwe (1)— The following drafting changes have 
been made — 

1 Drafting changes made in the charging swtion for 
income-tax (sectioi nave Men followed tn drafting this 
clause also Thus- 

(i) the word "year” has been replaced by "assess* 
ment year 

{ill after the words "previous year", the words or 
previous years", have been added, 

(uij the enumeration of various classes of assesses 
(‘‘individual’, undivided family” etc) has been 
replaced by person", 

(iv) a proviso ha- been added to deal with cases 

tax IS charged m the year of income or deductea 
in advance 

2 The words "save as otherwise provided in this Act 
have been added to make it clear that the charging provi- 
sion IS subject to other provisions, e g , provisions for re- 
bates etc Cf the words ‘in accordance with and subject 
to the provisions of this Act," ir existing section 3 

3 The words "a Central Act" have been replaced by 
"any Central Act ' , Cf existing section 3 

Sub-clause (2)— does not need any comments 

Sub clause (3) — The existing section deals only 
the case of a firm assessed under section 23(5)(b) The 
more frequent case of a firm which is actually registered 
has not been treated elaborately in the section The draft 
sub-clause sets out the position comprehensively 

The second proviso to existing section 55 is transfe^ed 
to a separate clause', under tne group of clauses dealing 
with income not forming part of total income for supei-tax 

Notes to clause 99 

The changes made are consequtntial on the changes 
made in existing section 55 main para 

As regards earned income the language of the draft 
clauses on the subject will suffice to exclude existing sec 
tion 15A for super tax* 

‘ Dm'l c’ause J04, 

* Vide draft eJawe 81 read wMh draft claiue JOs (s) 
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Notes to clause 100. 

This corresponds to the proviso (a), appearing below 
existing section 25(4). 

The existing provision says that the provisions of sec- 
tion 25(3) & (4) shall not apply to ‘super-tax’. The word 
“super-tax” has, in the draft, been replaced by the words 
“determination of total income” etc. which are more ap- 
propriate. 


Notes to clause 101. 

This is new. Interest on income-tax free securities is 
chargeable to super-tax. It is fair that reasonable '' sums 
spent on realising such interest, and interest paid on mo- 
ney borrowed for investment in such securities, shall be 
allowed as deductions. (Cf. existing section 8, 1st Proviso, 
earlier half.) 

The provision becomes particularly necessary in the 
draft, because so far as the computation of total income 
for income-tax is concerned, the draft clause for section 
8 contains an express prohibition against deducting such 
sums.’ 


Notes to clause 102. 

Sub-clause (1) — Existing section 58(1) has, in the 
draft, been split up into two. The general rule that the 
provisions for income-tax shall apply to the charge etc. of 
super-tax has been stated in sub-clause (1), while the ex- 
ceptions are dealt with separately in sub-clause (2). 

The words “save as otherwise provided in this Act”, 
added in the draft, point to draft sub-clause (2) and are 
also intended to make it clear that there might be cases 
where a provision is applicable to income-tax only, e.p., 
existing section 49C(1). 

Sub-clause (2) — ^Existing section 58(1) excludes seve- 
ral sections of the Act in relation to super-tax. Most of 
these sections are, in the draft, placed either in the Chap- 
ter on Income on which no income-tax is payable or in 
the Chapter on Rebate and Relief of income-tax. It would, 
therefore, suffice to say that these two chapters do not 
apply for super-tax. 

So far as sections not contained in these chapters are 
concerned, they have been mentioned in the draft sub- 
clause under discussion [except section 58G(2) as to which 
see discussion below]. 

Section 58G(2) has been mentioned in existing section 
58 as one of the excluded sections. But really speaking, the 
substance of it applies for super-tax also, l^at section 
58G(2) provides is that the accumulated balance in an ap- 
■proved superannuation fund shall be excluded from the 


’ Vije draft clause 21 (it) and (iii). 
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Clause 104 

The words “profits and gains” have been replaced by 
the term “income” which is more precise. The provision 
is, obviously, applicable to ail income and not only income 
from business. Other changes are consequential on this 
change and on the scheme adopted in the draft to treat 
exemptions from super-tax as exclusions from total in- 
come. 


, Notes to clause 105. 

The verbal changes made are consequential on the 
scheme adopted in the draft to treat exemptions from 
super-tax as exclusions from total income*. 

Notes to clause 106. 

This clause does not need any comments, since the 
changes are only verbal and consequential. 

Notes to clause 107. 

The changes are verbal and consequential. 

Notes to clause 108. 

General . — ^Existing section 56A, sub-section (1), item 
(ii) says that one of the conditions for availability of the 
exemption under the section is that the income of the In- 
dian company (which pays the dividend; “would have 
been exempt under the operation of section 15C if the pro- 
visions of that section had been applicable- thereto”. It is 
not clear from these words how much of section 15C is 
to be read into section 56A. In the interest of clarity, it 
seems desirable to incorporate, in section 56A itself, what- 
ever conditions are to be borrowed from section 15C. 

The question, therefore, that arises next is, what part 
of section 15C should be repeated in section 56A? Section 
15C requires the following conditions to be fulfilled : — 

1. The profits must be derived from an industrial un- 

dertaking to which the section applies (sub-sec- 
tion (1) ;. 

2. The profits should not exceed 6 per cent per annum 

on the capital employed in the undertaking (sub- 
section (1) ). 

3. The undertaking must not be forrned by the split 

ing up or reconstruction of a business already in 
existence (sub-section (2), item (i) ). 

4. The undertaking must not be formed by the trans- 

fer of a building etc. used m a business carried on 
before the 1st April, 1948 (sub-section (2), item 
(i)). 


• See notes to clause 104. 


V 



5 


7 

8 


The undertaking must begin to manufacture arti- 
cles m India withm 13 years from the 1st April, 
1948 or e-rtended penod when allowed by the Lea- 
tral Government (S'il>*secUon (2J, item (u)) 


The undertaking must employ a certain number of 
workers (sub-Mction (2), item (m) ) 

The exemption must not have been withdrawn by 
the Central Government (sub-section (2), item 
(ill) Proviso) 

The exemption is applicable only to the assessment 
for the previous year m which manufacture wm- 
menced and for the four immediately succeeding 
assessment years (sub-section (6) ) 


Taking these conditions one by one. it seems that con- 
dition No 1, IS applicable for section 56A only to ‘be ex- 
tent to which it is introductory, as intended to draw auen- 
tion to S 15C(2) (Section SBA does not require that omy 
dividends attributable to profits derived from a 
undertaking should be exempt) Condition No - cannot be 
applied for S 56A, as the intention of section 56A is to 
confer an exemption m addition to that enjoyed by shar^ 
holders under section 15C(4) Condition No 3 is appu* 
cable for section 56A, but since section 56A, sub-section 
(1), item (u) speaks of “the Indian Company , the conm* 
tion has to be translated m terms of the Indian Company 
Condition No 4 is applicable, but the mention of the iS‘ 
April 1948 IS irrelevant for the purpose of section 56A, 
which seeks to give a permanent exemption Condition 
5, being of a temporary nature, cannot be applied tor 
section 56A Condition No 6 is applicable Regarding 
dition No 7, the intention probably seems to be to 
regard any such withdrawal of exemption and to ^PP'^ 
section 56 A, to all companies otherwise governed by 
applicable part of section 15C, even if in a particular case 
the exemption under section 15C has been withdravm 
Condition No 8, bemg of a temporary nature, cannot 
applied to section 56A, which does not confine the exemp* 
tion to a particular period 

In the draft, therefore, the ingredients of section iSC 
have been embodied only to the extent indicated m the 
discussion above 


stated, the applicable conditions of section 
15C{2) have, in the draft, been treated as conditions ‘® 
be fulfilled by the Indian Company and not by its indus- 
trial undertaking Consequentud changes have been made 
m language 

Sub-clause (I) — Item (i) — ^The cumbersome list ot 
uems has been removed to a separate sub-clause, thus 
simplifying the language of section 56A(l](i) 

Item («) — -The general notes at the beginning above 
may be persued 
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Suh-clause (2) — does not need any comments. 

Suh-clause (3) — ^The commodities in question have 
been referred as “items” — a word used in the existing sec- 
tion 56A(2) at the end. No other comments are needed. 

Notes to clause 109. 

No detailed comments are needed. 

Notes to clause 110. 

Strictly speaking this exemption should in the case of 
supertax be treated as an exclusion from total income, 
but in view of section 17(3) it had to be treated as a 
case of rebate". 


Notes to clause 111. 

This clause states the rule in existing section 14(2) 
(aa) as read with the Proviso. 

The exemption has, for purposes of super-tax, to be 
treated as a case of rebate [S. 17(3)], though similar ex- 
emptions have been treated, for super-tax, as exclusions 
from total income". 


Notes to clause 112. 

The clause does not need any detailed comments. The 
words “in relation to” will indicate that the substance of 
the relief is the same, both in income-tax and in super-tax. 

Notes to clause 113. 

General — ^Existing section 23A, even after its amend- 
ment by the Finance (No. 2) Act 1957, is lengthy and is 
difficult to follow. An attempt has been made to break up 
the section and distribute its provisions in several clauses. 
The scheme adopted is to begin \vith the operative provi- 
sions and then to take up provisions in the nature of inter- 
pretation. 

Clause 113 — ^This reproduces S. 23A(1). Simplification 
of the provision has been sought to be achieved by splitting 
it up into two sub-sections, so that the main provision ap- 
pears separate from the requirement imposing a duty on 
the Income-tax Officer to consider certain criteria. 

The lengthy expression “total income as re- 

duced by”, which is followed by a list of the deductions, 
has been replaced by the shorter expression “distributable 
income” (defined separately)". This has enabled the simpli- 
fication of the various clauses of S. 23A(2) also. 


’ Cf. notes to draft clause 104. 
• See draft clause 118. 
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public company in the Companies Act is itself a negative 
one, it seems unnecessary to repeat that negative concept 
in the provision under discussion. 

In paragraph (b) item (hi), the existing words “less 
than six persons” have been replaced by “five or less per- 
sons” in order to help the understanding of the provision 
by removing the negative. It must, of course, be noted 
that the provision, even as redrafted, retains the negative 

words “at no time during the previous year ”. The 

reason is, that the provision is intended to be satisfied in 
respect of each and every block of share capital; the po- 
sition regarding holding of shares should be such that 
any five or less persons cannot have the control of any 
bunch of shares carrying more than 50 per cent of the 
total voting power. 

The method of computing the number of persons has 
been included in a separate sub-clause for the sake of 
simplicity. 

Suh-clause (2) — ^As already stated, the method of com- 
puting the number of persons has been separately includ- 
ed in this sub-clause. The provision has been split up into 
paragraphs (a) and (b), and an Explanation, for simpli- 
city. 


Notes to clause 118. 

The expression “distributable income” has been' coin- 
ed and used in the draft for the operative portion of S. 23A, 
sub-section (1) and also in the draft for sub-section (2). 
The expression has been defined in this clause. The only 
change of substance made is the addition of sub-clause (c) 
whereunder amounts paid as donations and exempt from 
tax under existing section 15B will be excluded from the 
distributable income. This has already been the practice 
under a decision of the Central Government. 

Notes to clause 119. 

This clause seeks to define “investment company”, an 
expression used in the draft at several places as a short 
substitute for the lengthy expression “company whose 
business consists” etc. 

Notes to clause 120. 

Though the existing definition of “statutory percen- 
tage” is complex, the complexity is due to the complicated 
nature of the provision in substance. Improvements in 
form would not have reduced the complexity and have 
not, therefore, been attempted, except that in item (iv), 
in sub-clause (a), the words at present appearing at the 
end “whichever of those is greater” have, in the draft, 
been shifted above and expressed as “the greater of the 
following”. 
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CHAPTER XII 

DETERMINATION OF TAX IN CERTAIN SPECIAL 
CASES 

Notes to clause 121 

The main provision of existing section 17(2) has bwn 
embodied here with verbal charges italicised, to state the 
rule iii an exact and accurate manner 

Notes to clause 122 

The clause is new Reference is made to the provision 
contained m etisting section 58G to make the Chapter self 
contained 

Notes to clause 123 

Gcnerol — Existing section 10(5A) provides for two 
things The earhcr*portion deems compensation etc paid 
to managing agent etc to be profits and gams of 
business, and has been incorporated in the draft chap- 
ter on computation of total income The latter portion gives 
the method of computing tax on such income and has been 
incorporated here. 

Sub clause (1)— While the tax on the compensation 
etc IS to be dealt with in the special manner provided for 
by the section the tax on the remaining part of the income 
has to be calculated at the (axerage) rate applicable to the 
lohole of the total income This has been made clear in the 
draft, by stating the position separately for the two kinds 
of income 

The Explanation is new and is intended to deal with a 
case where a firm though assessed as an unregistered firm 
in the assessment year, was assessed as a registered firm 
in any of the three preceding assessment years 

Sub-clouse (2) — is new It seems desirable to provide 
for a rebate to the partner of a registered firm where the 
firm IS in receipt of the compensation etc in question. There 
Is no such provision at present 

Notes to clause 12-* 

The provisions of section 17(1) have, m the draft, been 
put into four sub-sections for simpliaty These deal with — 
(i) the basic provision, 

(n) the option given to the non-resident, and the time- 
limit therefor. 

(ni) the consequences of the option, and 

(iv) power to extend the time-limit for the option 

^ Wh»n using the expression “tax”, the words “including 
% been omitted as the definition of tax, m 

^ '^««>^gr-tax 
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Suh-clause (1) — does not need any detailed comments. 

Suh-clause (2) — ^The opening portion of existing section 
17, sub-section (1), 1st Proviso, has been simplified by stat- 
ing directly the date 30th June, and omitting the reference 
to the assessment year ending on 31st March, 1952, which 
has become obsolete. 

Suh-clauses (3) & (4) — ^It has been made clear that any 
option exercised under the present Act will continue to 
have effect for the purposes of the new Act also. Conse- 
quential changes have been made. 

Notes to clause 125. 

The substance of existing section 17(6) has been in- 
corporated in this clause. 

The process of calculating tax has been split up in two 
sub-clauses, for simplicity. 

The existing words in S. 17(6)(ii), “on the whole 
income-tax equal to the amount which bears to the income- 
tax” etc. have, in the draft, been replaced by a mathe- 
matical formula, to make the provision easy to understand. 

It is presumed that, in calculating the income-tax on 
the amount of capital gains, the total income is to be re- 
duced for purposes of rate also. Hence, when explaining 
the symbol- Y, the words “had the total income so reduced 
been his total income” have been added. 

_ The proviso to section 17(6) (ii) has in the draft been 
split up into two clauses. 

Clause (i) states the minimum amount that can be 
taxed. 

Clause (ii) embodies the rule relating to the maximum 
tax to be charged. Where the capital gains do not exceed 
five thousand rupees, the tax will obviously be zero when 
this clause is applied (see the words “if any”), and it be- 
comes unnecessary to deal specifically with such a case, as 
has been done in the existing section. 

Suggestion— It would be logical if a provision is made 
in the Act to the effect that capital gains are completely 
excluded from, the total income for the purpose of super- 
tax. This would simplify the form of the provision con- 
tained in existing section 17,' sub-sections (6) and (7). 

Notes to clause 126. 

Section 17(7), even after its amendment by the Finance 
(No. 3) Act, 1956, refers to super-tax only and is not easy 
to understand. 

The draft seeks to state the position clearly. The re- 
duction of the total income by the amount of capital gains 
is presumably effective for determining the rate also, as 
is shown by the words “calculated on its total income” even 
in the existing section. This has been stated more clearly 
in the ’draft in sub-clause (b). 

26 — 1 Law Com./58. 
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Suh-clause (1) — does not need any detailed comments. 

Suh-clause (2) — The opening portion of existing section 
17, sub-section (1), 1st Proviso, has been simplified by stat- 
ing directly the date 30th June, and omitting the reference 
to the assessment year ending on 31st March, 1952, which 
has become obsolete. 

Sub-clauses (3) & (4) — ^It has been made clear that any 
option exercised under the present Act will continue to 
have effect for the purposes of the new Act also. Conse- 
quential changes have been made. 

Notes to clause 125. 

The substance of existing section 17(6) has been in- 
corporated in this clause. 

The process of calculating tax has been split up in two 
sub-clauses, for simplicity. 

The existing words in S. 17(6)(ii), “on the whole 
income-tax equal to the amount which bears to the income- 
tax” etc. have, in the draft, been replaced by a mathe- 
matical formula, to make the provision easy to understand. 

It is presumed that, in calculating the income-tax on 
the amount of capital gains, the total income is to be re- 
duced for purposes of rate also. Hence, when explaining 
the symbol- Y, the words “had the total income so reduced 
been his total income” have been added. 

The proviso to section 17(6) (ii) has in the draft been 
split up into two clauses. 

Clause (i) states the minimum amount that can be 
taxed. 

Clause (ii) embodies the rule relating to the maximum 
tax to be charged. Where the capital gains do not exceed 
five thousand rupees, the tax will obviously be zero when 
this clause is applied (see the words “if any”), and it be- 
comes unnecessary to deal specifically with such a case, as 
has been done in the existing section. 

Suggestion — ^It would be logical if a provision is made 
in the Act to the effect that capital gains are completely 
excluded from the total income for the purpose of super- 
tax. This would simplify the form of the provision con- 
tained in existing section 17,' sub-sections (6) and (7). 

Notes to clause 126. 

Section 17(7), even after its amendment by the Finance 
(No. 3) Act. 1956, refers to super-tax only and is not easy 
to understand. 

The draft seeks to state the position clearly. The r,e- 
duction of the total inconfe by the amount of capital gains 
is presumably effective for determining the rate also, as 
is shown by the words “calculated on its total income” even 
in the existing section. This has been stated more clearly 
in the 'draft in sub-clause (b). 

26 — 1 Law Com./58. 
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CHAPTER XIII 
mCOME TAX AUTHORITIES 
Notes to clause 127 
No comments are needed 


Notes to douse 128 • 

Getieral-Existmg section 5 is very 
not deal systematically «>th the vanotis ma ters rclM! 
to Income-tax authorities The section has, 
been split up into a number of clauses 3”;^. , f .. ..na 
have been so arranged that each topic is dealt with P 
rately m the following order — 

(i) appointment. 


(u) control 
(ill) jurisdiction 


(iv) powers and duties of the Ineome-la'^ authorities 

acuic 123— The scheme adopted is to deal m ssP”®'? 
sub clauses with appointments by the Central w 

appointments by the Commissioner and appointments 
ministerial staff by Income-tax authorities 


Under existing section 5(3) latter part the 
ment to class II Income-tax Officers and Inspectors ol m 
come-tax is made by the Commissioner, but th® 
is to be sanctioned by the Central Government This is m 
statutory provision, but in administrative 
sanction of all these posts can be made by 
sioner The language nas therefore, been altered to coni' 
form to administrative practice, vide sub-dause (2) 


Notes to clause 129 

Provisions relating to control of Income-tax authorities 
have been brought together in this clause 

Sub<Ia«5e (1) — needs no comments 

Sub clauses (2) and (3) — The expression existing m se^ 
tion 5(7) ‘For the purposes of this Act’ appears unneces- 
sary and has been omitted 

Sub clause (4) — It has been made clear that an 
tor of Income tax is subordinate not only to the authority 
under whom he is appomted to work but also to any supe 
nor authority 
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The Explanation is new and is intended to conform to 
the administrative set-up of the Directorate, under which 
the Deputy Director is an Assistant Commissioner and the 
Assistant Director is an I.T.O.' 

Notes to clause 130. 

Provisions concerning instructions to subordinate au- 
thorities have been brought together in this clause. Since 
such instructions sometimes affect the public as a whole, it 
has been provided that instructions of a general nature 
should be published. 

Sub-clause (2) embodies the existing provisions in sec- 
tion 5, sub-section (7B) earlier part, but it is for considera- 
tion whether this provision introduced in 1953 should be re- 
tained. 

Notes to clause 131. 


General — All provisions regarding the jurisdiction of 
Income-tax authorities have been brought together in this 
section. The only changes that need comments are the fol- 
lowing ; — 

Suh-clause (3) — ^Paragraph (b) is new and is intended 
to give recognition to the existing practice. The practice is, 
in a sense, impliedly authorised by existing section 5(6). 

Such transfers from one Appellate Assistant Commis- 
sioner to another are usually made wholesale in accordance 
with the volume of work before each Appellate Assistant 
Commissioifer, and therefore, it is not practicable to give 
notice to the individual assessees whose cases are to be 
transferred. Hence, this sub-clause does not prescribe the 
requirement of notice, unlike section 5 (7 A) as embodied in 
the draft. 


Sub-clause (5) — Existing section 5(5), latter part, au- 
thorises the Commissioner to direct that the powers of 
the Income-tax Officer shall be exercised by the Inspecting 
Assistant Commissioner in respect of any specified case 
or class of cases. To this, an addition has been made, in 
the draft, authorising such orders in respect of any speci- 
fied person or classes of persons also. 


Sub-clause (7) — Existing section 5(6), last line, pro- 
vides that when the Central Board of Revenue empo\yer3 
any particular Income-tax authority to perform functions 
thereunder, the functions shall cease to be performed by 
the other authorities “appointed under sub-sections (2), and 
(3)”. 


Now, so far as the reference to sub-section (2) is con- 
cerned, it is to be construed as a reference, not to the 
opening line of section 5(2), but to the second sentence 
beginning with. 

“and they shall perform their functions 

The mere appointment of a person to a post is not rele- 
vant; what is important is, .the allotment of functions. 
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The Supreme Court pointed out that section 64(3) re- 
quires an opportunity to be given to the assesses of repre- 
senting his 'views when any question as to the place of as- 
sessment is to be determined. 

Under draft sub-clause (3), the transferring authority is 
given the power, in special cases, to dispense mth an op- 
portunity ^to the assessee before the order is passed. But it 
has been provided that the assessee shall in such cases have 
a right to move for a retransfer within one month. 

Explanation . — ^This embodies the existing Explanation, 
which was inserted to get the situation created by 
a decision of the Supreme Court* whereby a whole-sale 
transfer of cases, without reference to ,the year of assess- 
ment, was held to be illegal. After the Explanation was 
inserted, the question of its validity came up before the 
Supreme Court in a later case’. The Supreme Court up- 
held the validity of the Explanation and explained its scope 
by pointing, out that when a case of any particular assessee 
pending before- one Income-tax Officer is transferred to 
another Income-tax Officer imder section 5(7A), then — 

(a) all proceedings pending against him in respect of 
• the same year as also previous years are meant to 

be transferred simultaneously; and 

(b) all proceedings which may be commenced after 
the date of transfer in respect of any year what- 
ever are also included therein. 

The result is that the transferee Income-tax Officer 
would be in a position to continue pending proceedings 
and also to institute fresh proceedings. 

This aspect of the Explanation, namely, that it 
amounts to a transfer of proceedings for past assessment 
years also and that its inclusive part applies to proceedings 
for any assessment year whether past or future, has in 
the draft been brought out by suitable amendments 
Uhough the existing provision is clear enough on this 
point). 

Incidentally, it will be noticed that the definition of 
“case” contained in the Explanation under discussion is 
confined to section 5 (7 A). Where the whole-sale transfer 
of cases, past and future, of an assessee is to be done im- 
der section 5, sub-section (2), latter part, or section 5, sub- 
section (5) latter part, that can be done, not by calling 
it a transfer of cases but by treating it as a transfer of 
jurisdiction in respect of “persons”. It may be noted here 
that Section 5, sub-section (5), latter part, has, in the 
draft, been amended so as to add a reference to specified 
person. 


B!di Supply Co. W. Union of India (1956), S.C.R. 267- A'R. 1956, S. C. 
479, 484 (1056), 29 I.T.R. 717. 

* Panna Lai Binj Raj W. Union of India (1957), 31 I.T.R. 565-A.I.R. 
1957, S.-C. 397,411. 
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Suh-clause (1) — does not need any comments. 

Sub-clause (2) — does not need any comments. 

Suh-clause (3) — In the proviso, the words “represent- 
ing his views” have been replaced by “being heard in res- 
pect of the question” which are more appropriate; it has 
been also made clear that the opportunity to be afforded to 
the assessee should be “reasonable”. 

The second and third provisos to existing section 
64(3) have, for simplicity, been dealt with in separate sub- 
clauses. 

Suh-clause (4J — Slight verbal changes have been made 
to secure simplicity and clarity. 

Suh-clause (5) — does not need any comments. 

Suh-clause (6) — embodies existing section 64(4), which 
is obviously intended to make it clear that even where 
the assessee resides or carries on business within the juris- 
diction of another Income-tax Officer, an Income-tax Offi- 
cer may exercise powers in respect of income of such as- 
sessee accruing or arising within his jurisdiction. 

Suh-clause (7) — ^The only change made is the omis- 
sion of words that were intended to emphasise the retros- 
pective operation of the provision. 

Notes to clause 136. 

Existing section 37 has, in the draft, been split up 
into two. Portions relating to powers of a court that 
can be exercised by the authorities mentioned in the sec- 
tion have been dealt with in this clause, while powers of 
search and seizure have been dealt with in the next 
clause. 

Suh-clause (1) — does not need any comments. 

Suh-clause (2) — is new and has been added to indicate 
the procedure to be followed in exercising the powers. 

Suh-clause (3) — ^needs no comments. 

Suh-clause (4) — is new. The existing section does 
not contain a provision entitling a person producing a 
document to apply for return of the same. To make the 
matter clear, this sub-clause has been added. Compare 
Order 13, Rule 9 of the Code of Civil Procedure. 

It may be noted that section 37(3), proviso (b) does 
not in so many words deal with the return of documents. 
Moreover, it is confined to Income-tax Officers. The sub- 
clause under discussion will cover all cases, including do- 
cuments retained by an Income-tax Officer. 
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as prohibiting any public servant whatsoever from mak- 
ing a disclosure, or whether the prombition is confined 
to the public servants before whom the documents etc. 
are produced under the Act. The Bombay High Court' 
has taken the view that the section is confined to public 
sep^ants of the Income-tax Department, while the Punjab 
High Court' has taken the contrary view. Though the 
wide language of this section might justify the Punjab 
view, expediency demands that the narrow view taken 
by the Bombay High Court should be adopted. It does not 
appear to be desirable to prohibit other public servants 
from making such disclosures, and draft sub-clause (5) 
of the clause under discussion therefore gives a restricted 
definition of the expression “public servant”. 

Sub-clause (2). — Existing section 54(2) imposes a pen- 
alty on a public servant making a disclosure of the parti-, 
culars treated as confidential. What the sub-section achie- 
ves is — 

(i) making such disclosure an offence, and 

(ii) imposing penalty for the offence. 

The earlier part of the sub-section really creates the 
offence, and has been reproduced in this sub-clause. The 
penalty portion has been transferred to the Chapter on 
“Offences and prosecutions”. 

Section 54(5) has also been transferred to the Chapter 
on “Offences and prosecutions”. 

Sub-clause (3) — The various paragraphs of this sub- 
clause embody existing provisions and do not need any 
comments, except the following : — 

Paragraph (a) — The existing provision contains the 
words “prosecution under the Indian Penal Code”. A “pro- 
secution” is, really speaking, for an ojfence imder a law 
and therefore the words “for any offence” have been ad- 
ded. 

Paragraph (b). — ^Reference to the Taxation on Income 
(Investigation Commission) Act, 1947 has been omitted as 
obsolete. 

Paragraph (c). — This is new. Where an Income-tax au- 
thority makes a best judgment assesment under section 23 
(4), he usually relies on the figures of profits made by other 
persons in a Similar business, as given in the income-tax 
returns of those other persons. In fairness, the information 
contained in the returns of such other persons should 
be disclosed to the assessee before making a best judg- 
ment assessment". This paragraph in question has, there- 
fore, been added to authorise sucn disclosure. Suitable 

’ EmperorV. Osman Chetani (1942) 10 I.T.R. 429; I.T.R. 1942 Bombay 767; 

A. 1. R. 1942 Bom. 289. 

^ I.T . 0 . Jullundur V. The Stale (1950) 18 I. T. R. 388; A.7.R. 1950 East 
Punjab 305. 

’ Cf. Dhakeshwari Cotton Mills V. C. I. T. (1954) 26 I. T. R. 775 S. C. 
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To a certain extent, this added provision might over- 
lap existing section 54(3) (k), dealing with customs and 
excise duties. But the language of the latter provision is 
slightly different in two respects : 

(i) existing sub-clause (k) refers to “any authority 
exercising powers” and not to any Government Officers. 

(ii) existing sub-clause (k) authorises the - disclosure 
for enabling the exercise of any powers under the Act (for 
example, confiscation of goods) and is not confined to levy 
or realization of tax. 

For these reasons, clause (k) has been retained in the 
draft and reproduced in paragraph (o). 

Paragraph (o). — See notes above under paragraph (n). 

Suh-clause (4). — does not need any comments. 

Existing section 54(5) has, as already stated, been 
transferred to the Chapter on “Prosecutions”. 

Suh-clause (5). — See notes under sub-clause (1) 
above. 

Notes to clause 142. 

This is new and is intended to make it clear that 
the privilege conferred by section 54 can be waived by the 
assessee. 


CHAPTER XrV 

PROCEDURE FOR ASSESSMENT 
Notes to clause 143. 

General . — The provisions relating , to procedure for 
assessment have been arranged in this Chapter in proper 
sequence. The proceedings for assessment begin with the 
notice under section 22 calling for a return, which may be 
followed by the provisional assessment, enquiry by the 
Income-tax Officer and the regular assessment. Reopening 
of the assessment at the instance of the assessee, or reas- 
sessment at the instance of the Income-tax Officer under 
existing section 34, are subsequent proceedings. 

The sections relating to assessment have been placed 
in this order in the Chapter. Amendment by way of recti- 
fication of mistakes is dealt with next, followed by the notice 
of demand under existing section 29. 

The procedure for assessment proper having been 
dealt with in the earlier half of the Chapter, the latter half 
of the Chapter goes on to embody provisions regarding in- 
cidental matters, or matters which are of minor importance 
(e.g., miscellaneous information and certificates). 
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Incidentally, it is suggested that it would be appro- 
priate to prescribe a separate ^form of return in the case of 
persons who have incurred losses in business which they 
would be entitled to carry forward. 

Paragraph (b) of the sub-clause makes it clear that 
where a return is sent to the wrong Income-tax Officer, 
he should forward it to the Income-tax Officer having 
jurisdiction. 

Sub-clause (2). — The existing section 22 (2) says that 
the notice will require the assessee to furnish the return 
“within such period, not being less than> 30- days, as may 
be specified in the notice”. The words “not being less than” 
create a controversy as to whether a direction to furnish 
the return “within 30 days” would meet the requirement 
laid down in the section. To prevent all confusion, the 
draft sub-clause provides that the return is to be furnished 
within 30 days from the date of service of the notice. 

A proviso 'has been added to the effect that the notice 
should be issued before the end of the relevant assessment 
year. This interpretation of the section is weU-accepted 
even now. 

Other drafting changes are on the same lines as those 
made in sub-section (1). 

Sub-clause (3). — ^The date on or before which the re- 
turn of loss should be filed has been specifically mentioned 
in the draft sub-clause, on the lines of the draft for sub- 
section (1). 

The return is meant for losses sustained in the previ- 
ous year, and hence the word “previous” has been inserted 
before the word “year” in the beginning of this sub-clause. 

The requirement that if the return is not filed, the 
loss cannot be carried forward, contained in the middle of 
the existing section 22 (2A), has already been incorporat- 
ed in the Chapter on aggregation of income and set-off of 
losses. 

Sub-clause (4 ). — ^This dose not require any comments. 

Some difficulty has been caused by existing 22 (3) in 
cases where the assessee files a return on the last day of 
the period within which the assessment could be complet- 
ed. It has been held* that if the department takes no 
action at all for the issue of a notice under section 22, and 
allows time to pass and permits the assessee to make a 
voluntary return under section 22 (3^ the income of the 
assessee must be assessed as laid down in section 23 and it 
is not open to the departmehr to proceed under section 34. 
This would lead to the complication that even if the return 
of income under section 22 (3) is filed on the last day on 
which the assessment cnnld be comoleted. the department 
must complete the assessment without further investiga- 
tion. To remove this difficulty, an amendment is proposed 


* Ranchhod DasW. C. I. T. (1954) 26 T.T.R. 105 (Bom.). 
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It has been made clear that after obtaining the pre-' 
vious approval of the Commissioner, the Income-tax Offi- 
cer may call upon- the assessee to furnish a statement of 
assets and liabilities. The requirement of approval will 
prevent undue hardship to assessees. 

Sub-clause (2) — This is new, and enunciates a well 
established proposition. It is intended to make it clear that 
an Income-tax Officer may make such enquiries as he con- 
siders necessary. It will be particularly useful in cases 
where a “best judgment assessment” is proposed to be 
made. 

Sub-clause (3) — This is new. It has been held by the 
Supreme Court' that before any material is used against 
any assessee, he should have an opportunity to rebut the 
same. This principle has been codified in this draft sub- 
clause. An exception has been made for cases where an 
assessment is to be made under existing section, 23 (4), 
since it is an ex-parte assessment. 

Notes to clauses 147, 148 and 149. 

General — ^Existing section 23 deals with the three 
possible situations that may arise when an assessee is called 
upon to make a return of income — (1) the return is made 
by the assessee, and accepted by the Income-tax Officer; 
(2) the return is made by the assessee, but is not accepted 
by the Income-tax Officer, who wants to make further 
enquiry ; (3) no return is made. 

Slight verbal additions have been made in the opening 
portion of sub-sections (1) and (2) to bring out the fact that 
these three situations are being dealt with separately by the 
section. 

■ Clause 147, Sub-clause (1)— Apart from verbal additions 
already referred to, the only change made is the addition 
of a reference to “loss” of the assessee so that the assess- 
ment would determine the amount of loss which can be 
carried forward under existing section 24 (2) read with 
existing section 22 (2A). It has also been made clear that 
if any sum is to be refunded, that should also be mentioned 
in the assessment order. 

Sub-clause (2)— The only change made is the verbal 
addition already referred to. 

Sub-clause (3)— An assessment under existing section 
23 (3) is made after a consideration of the material which 
the Income-tax Officer has gathered. The draft sub-clause, 
therefore, makes it clear that in addition to the evidence 
produced in the case, the Income-tax Officer is also to take 
into account such materials. The definition, given as^ a 
separate clause, gives some indication of the material 
which the Income-tax Officer is competent to take into 
account. 


^ Dhakeswaii Cotton Mills Vs. C-I.T. (i954) 775 (S.C.). 



410 other 

W „>-n has been made de« 

, „esv. and .a 

SflSme-taa^a« ,,,u.es reUhng 

Clause^ -5“”*' „ has been deaU 

assessment a^n “,,ew ai Hs a"'^ 

„,h"^rthe‘chaUt ->3h"8 .0 a step 

consequential an asae 

.h« Chapte ^50 

,3 haa been embad.ed here, 
chan"'=*^^^^ 33 P^vtao, provtdea^ 

„4X5!sSi»^C!S"‘S5S’ 

fis|Si:»iSF3--- 

be exercised anly dealing m 

plete ^ipar in the dralt, > ^ggounts 

— eelmiss 151 




411 


The only kind of assessment in such cases would be one 
under section 23(4), which begins with the words “If any 

person fails to make the return This has been made 

clear in the draft. 


The existing words “within one month from the service 
of a notice satisfies the Income-tax Officer” are mis- 

leading; if construed literally, they would require that 
the satisfaction of the Income-tax Officer himself must be 
completed within one month. This is not. however, the 
intention. It should suffice if the assessee applies within 
one month for cancellation of the assessment. The section 
has been, therefore, slightly redrafted to make the inten- 
tion clear. 

It has been held by the Nagpur High Court in a 
recent case* that where an assessee is called upon by the 
Income-tax Officer to produce accounts and fails to do so 
because he does not in fact maintain any accounts, and the 
assessee is consequently assessed under section 23 (4), he 
is not bound to make an application under section 27 for 
reopening the assessment. He can raise the point again in 
an appeal before the Appellate Assistant Commissioner 
who is bound to entertain the point. No alteration in the 
law is required. 


Notes to clauses 152 — 159. 

General . — Existing section 34, relating to the power to 
assess an income which has escaped assessment, has been 
sought to be simplified in the draft clauses under discus- 
sion on the following lines : — 

(1) The substantive provision dealing with the power 
itself, omtained in section 34 (1) clauses (a) and (b), has 
been placed in the beginning; the requirement of notice 
is placed next ; and the detailed provisions contained in the 
various provisos, dealing with the time-limit for the exer- 
cise of the power, have been put in separate clause. 

(2) Section 34(3), relating to the period within which 
assessment should be completed, has been placed as a 
separate draft clause, since it is not confined in its appli- 
cation to an assessment under section 34 itself, but applies 
to all orders of assessment or reassessment under the 
Act. 


(3) Provisions that have become obsolete, such as sub- 
sections (lA), (IB), (1C) and (ID), have been omitted. 
Since the new Act will apply only to assessments made 
for assessment years subsequent to the commencement of 
the Act, it is not necessary to repeat these sub-sections in 


* Suganrhand Karthniia T.al Rathi, Jabalfi’ir V. C.T.T. Judgment dated 
20-9-ig';7 in Mis. Civil case No. 115 of 1955 (not yet reported). 

27—1 LawCom./58 
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therefore, an attempt has been made to substitute a simple 
rule, under which, only the income for the 16 assessment 
years prior to the year in which the notice is issued, can 
be taken into account. The minimum amoimt of one lakh 
of rupees has b.een preserved in cases where an aggrega- 
tion is to be made, but it has also been provided that where 
the income escaping assessment for the relevant assessment 
year itself is Rs. 50,000 or more, the power to proceed 
under this section should be available at any time. 

The substitution of this rule has, incidentally, facili- 
tated some simplification of the form of this section also. 

The reference to the assessment year ending before 
the 31st day of March, 1941, has been omitted, since the 
16 assessment years preceding the year in which notice 
may issue, which are referred to in the provision as draft- 
ed, will all be assessment years later than 1939-40, as the 
new Act will apply only for assessment years subsequent 
to its commencement. 

It is, howeyer, made clear, that for the purpose of 
computing the accumulated total that has escaped assess- 
ment, assessment years under the 1922 Act (i.e. the existing 
Act) can also be taken into accoimt. 

Suh-claiise (2). — The restriction contained in existing 
section 34 ^), 2nd Proviso, regarding the issue of notice 
against the agent of a non-resident, would seem to apply to 
a notice under clause (a) as well as clause (b) of section 
34 (i). For this reason, draft sub-clause (1) begins with the 
words “subject to the provisions of 'sub-section (2)” and 
draft sub-clause (2) is framed so as to make it clear that 
it applies to all notices under section 34 (1). 

Clause 156. 

Existing section 34 (3), 2nd Proviso, operates not only 
in relation to the period of completion of assessment, but 
also in relation to a time-limit for an issue of notice under 
section 34 (1). This is clear from the words “nothing con- 
tained in this section limiting the time within which any 

action may be taken ” appearing in the beginning 

of the Proviso. The Proviso thus acts as an Exception not 
only to section 34 (3), main para, but also to the time- 
limit under section 34 (11. The latter aspect has been dealt 
with here. 

Clause 157. 

General . — ^The verbal changes are consequential on the 
breaking up of the section into various sub-clauses. 

Suh-clause (2). — ^Existing section 34(1), 1st Proviso, 
clause (iii), says that a notice under clause (a) shaU not be 

issued for any year unless the Commissioner 

is satisfied that' it is a fit case for the issue of such a notice. 
Apparently, this would apply even where the notice is 
issued within four years. But, since a notice under clause 
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been dealt with in a separate item. The various items them- 
selves do not need any detailed comments, since the ver- 
bal changes are purely consequential on the breaking up 
of the exceptions, into different items, as already explained. 

One change of substance, however, has to be pointed 
out. Existing section 34 (3) allows, the completion of an 
assessment under section 34 (1) (a) at any time. It is desir- 
able that some time-limit should be imposed. The draft 
proposes a time-limit of 4 years from the end of the assess- 
ment year in which the notice is served. 

The existing exception for assessments under section 
34 (lA) has been omitted in the draft, since no such case 
can arise under the new Act, whose operation will be 
confined to assessment years subsequent to its commence- 
ment. 

Explanation 1. — ^The second proviso to existing section 
5, sub-section (7C) has been embodied here. 

Very often, assessment proceedings are stayed by an 
order of a court, and in such cases it becomes difficult to 
complete the assessment within the period limited by sec- 
tion 34(3). A provision has, therefore, been added in the 
draft to exclude the period during which the proceedings 
were so stayed, while computing the period of limitation 
under section 34(3). 

Explanations 2 and 3. — ^Proceedings by way of appeal, 
revision etc. sometimes result in an order under which the 
inclusion of a particular item of income in the total income 
of a particular previous year is disallowed. As a result, it 
becomes necessary to count that income as 'a part of the 
total income of another previous year. Such recomputation 
should be regarded as consequential on the proceedings by 
way of appeal etc., and the time-limit under section 34(3) 
should not be regarded as applicable in such cases. 

Similarly, proceedings by way of appeal etc. some- 
times result in an order disallowing a particular item of 
income as forming part of total income of A, and it may 
become necessary to include that item in the total income 
of B. This process also should not be regarded as subject 
to the period of limitation prescribed by section 34(3), since, 
it is consequential on the order passed in the appeal etc. 
All that is necessary is a safeguard to the effect that the 
other person (B) should have been heard before the order 
was passed*. 

The Explanations in question are intended to clarify 
the position for such cases. 

Explanation 3. — This is new and is intended to enable 
the Income-tax Officer to make an assessment at any time 
in the income of another person, whereby an order passed 

^ S. C. Parashar vs. Vasantasen Dwarkadas (1956) 29 I. T. R. 857 (Bom- 
bay H. G.) 
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''' Sub-clause (5). — does not need- any comments. 

Sub-clause (6). — does not need any comments. 

Sub-clause (7). — ^The verbal changes that have been 
made are consequential. 

Notes to clause 162. 

General. — ‘For the sake of clarity, the various special 
cases of rectification, dealt with in existing section 35(5) and 
subsequent sub-sections, have been embodied separately in 
this draft clause. 

The wording of existing section 35(5) etc. is not happy. 
The words “shall be deemed to be a rectification,” creating 
an artificial fiction, have been replaced in the draft by 
words conveying the substance — that the Income-Tax 
Officer has power to amend. 

The provisions contained in existing sub-sections (6), 
(7) and (10) of section 35 have been omitted, for the reason 
that no scope for the application of any of these provisions 
would remain in respect of assessments made imder the 
new Act. The new Act will apply only to assessment years 
subsequent to its enforcement. Thus, any recomputation of 
total income consequential on assessment or modified assess- 
ment of excess profits tax or business profits tax under sec- 
tion 35(6) will be confined to cases arismg under the old 
Act, that is to say, for assessment years prior to the enforce- 
ment of the new Act. The reason is, that neither excess 
profits tax nor business profits tax is in force now, and it 
is only for past assessment years that these taxes have any 
relevancy. Similarly, the recomputation of the total income 
of the share-holders consequential on the modification of the 
assessment of the company under section 23A, will neces- 
sarily be in respect of assessment years prior to the new 
Act. The reason is, that section 23A (as it stands in the pre- 
sent Act as amended up-to-date and as embodied in the 
draft) does not have any relevancy on the assessment of 
the total income of the share-holders. Any action under sec- 
tion 35(7) will be confined to past assessment years. On the 
same reasoning, any action under section 35(10) will neces- 
sarily be related to the assessment years prior to the new 
Act, since the recomputation of tax (by reduction of the 
rebate) under that sub-section is applicable only in respect 
of the assessment years 1948-49 to 1954-55. These sub-sec- 
tions have,- therefore, been omitted. 

Sub-clause (1). — The following drafting changes_may 
be noticed : — 

(1) Section 35(5), as it stands at present, creates an 

ambiguity, namely, whether the words “where it is 

found on the assessment or re-assessment of the firm” are 
to be linked up with the words “under section 31, section 
33” etc. The intention, obviohsly, is that the assessment or 
re-assessment need not have been made imder the specific 
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the^ assessment of the company itself is delayed. In such 
cases, it would not be proper to insist that the company 
should pay the tax within three years from the year in 
which “the dividend was declared”. It would seem desira- 
ble to allow, in such cases, a period of at least one year 
from the end of the financial year in which the assessment 
of the company is made. Necessary alteration has been made 
in the draft sub-clause on this point. Other changes are 
verbal and consequential. 

Sub-clause (5). — This embodies existing section 35(11) 
introduced by the Finance Act, 1958. 

Sub-clause (6). — ^This is new. Cases sometimes arise 
when an assessee claims deduction for a bad debt in res- 
pect of a particular previous year, and the Income-tax Offi- 
cer is of opinion that the deduction should have been 
claimed for an earlier previous year. Under the existing 
law, the assessee cannot obtain any deduction for such 
earlier years. The draft sub-clause is intended to remove 
this hardship by conferring the necessary power on the 
Income-tax Officer. 


Notes to clause 163. 

This reproduces existing section 29. The words “or 
other person” have been omitted, since the definition of 
“assessee”, even in the existing Act, covers all persons by 
whom any tax etc., is payable. Moreover, in cases where A 
is liable to pay tax on the income of B, A will either be a 
“representative assessee”,* or other person who would fall 
rmder the definition of assessee. 

Notes to clause 164. 

Existing section 24 (3) has been embodied here, since it 
deals with the steps consequential on the assessment of 
the income of assessee. Instead of the words “to have set 
off” the words “to have carried forward and set off”, have 
been substituted, for the sake of precision. 

Notes to clause 165. 

Existing section 23 (6) has been placed here, since that 
again deals with a step consequential on assessment.^ 

The existing words “whenever the Income-tax Officer 
makes a determination in accordance with the provisions 
of sub-section (5)” have been replaced by the words 
“whenever a registered firm is assessed or an unregistered 

firm is assessed under section. ”, since the existing 

words do not correctly describe the nature of the action 
taken by the Income-tax Officer. In essence, the Income- 
tax Officer makes an “assessment”, as is clear by the words 
“the total income shall be assessed” in section 23 


’ Vide Chapter on Liability in special cases. 
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Notes to clause 167. 

■ This embodies existmg section 20. The words “or that 
no tax IS payable” have been added to deal with a situa- 
tion not covered by the Act — namely, where the company 
is not taxable for the year concerneo. 

CHAPTER XV 

LIABILITY IN SPECIAL CASES 
Notes to clause 168. 

General 

Existing section 24B is meant to deal with the case of 
death of the assessee and the proceedings to be taken 
against the legal representative. The language of sub- 
section (1), however, is not direct enough to bring out in 
proper perspective the main idea behind this section. Fur- 
ther, it does not deal step by step with the various stages 
at which the proceedings might stand at the time of death. 
In the draft, therefore, verbal alterations have been made 
in order to make it clear that the following possible situa- 
tions are to be covered by this section : — 

(1) where a person dies before any proceedings for 
assessment of his income have been commenced; 

(2) where proceedings for assessment have been com- 
menced by the issue of notice, but the assessment 
has not been completed ; 

13) where proceedings for assessment have been com- 
pleted, but the notice of demand has not been 
served, so that no “arrears” have come into being; 
and 

(4) where assessment has already been made and the 
notice of demand also served, but the actual reali- 
sation of the tax has not been completed, so that 
the amount of the tax is in “arrears”. 

Sub-clause (1 ). — ^It has been made clear that the liabi- 
lity of the legal representative is to be arrived at “in the 
, like manner and to the same extent” as the deceased. 
Compare existing sections 40 (1) and 41 (1). 

Sub-clause (2). — ^This is mainly intended to preserve 
the continuity of the proceedings and to ensure that all 
the possible situations referred to in the'' beginning of the 
notes to this clause under the head “General” are covered 
by the combined operation of sub-clauses (1) and (2). 

Sub-clause (3). — ^This is intended to remove any doubts 
as to whether a legal representative is or is not an assessee. 
It has to be read with the draft definition of assessee and 
the notes thereto. Compare also the last words of existing 

section 24B (2), “as if such executor were the 

assessee”. 
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Sub-clause (4) — is intended to apply, to legal re- 
presentatives, certain ttseful provisions which have been 
incorporated m the group of sections dealing with ‘ re- 
presentative asse&sees”. 

Sub-clause (S) — does not need any comments 
Sub-clause (6>— does not need any comments. 


Notes to clause 169 

General — ^The assessments under existing sections 40, 
41 and 42(1) are really “representative assessments” as 
they are styled under the South African Income-tax Act 
This will be clear from the following analysis — 

(i) Section 40 (1) relates to persons under disability 
The persons under disability enumeraied m the section 
are, ‘minors, lunatics and idiots". In these cases, the 
guardian etc, of the minor, or the manager or committee 
of the lunatic or the idiot would have no ownership in the 
property or income The income really belongs to the per- 
sons under disability, and all that the sections provides 
IS a machinery for enfoi;cing the liability of the incapa- 
citated person The tax is recoverable from the guardian etc. 
m the tike manner and to the like amount os it would be 
leviable upon the person under disability if of full age and 
in direct receipt of the income This ts a case wher^ income 
received by the guardian etc , on behal/ of the incapacitat- 
ed person is tax^ in the honds of guardian etc., and can 
therefore be treated as a representative assessment 

(m) Section 41 relates to income received on behalf of 
non residents, also imuti the liability of the trustee or 
agent by the words “in the like manner and to the same 
amount as the liability of the beneficiary if in direct 
receipt of the income Here again, the income which a 
trustee etc received on behal/ of the beneficiary is taxed in 
the honds of a trustee etc It is therefore a representative 
assessment 


(in) Seaon 41 relates to income received on behalf of 
a beneficiary by the Court of wards, Administrator-General, 
the Official Trustee, trustee appointed under a deed of 
trust etc The section makes these persons liable to be 
asses^d in respect of income received by them “on behalf 
of the beneficiary and ‘in the like manner and to the 
amount” as the b«ieficiary (There are two provisos 
which are not relevant for the purposes of the present dis- 
cussion) The assessment is thus a representative one 

(iv) Section 42 relates to the agent of a non-resident 
and empowers the department to treat the agent as the 
as^ssee in respect of tax leviable on certain income of the 
non-resident deemed to arise m India The income does not 
belong to the agent, but, for faalitatmg the collection of 
tax he is made liable and “is deemed to be the assessee 
lor all the purposes” of the Act He is thus a representative 
assessee 
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It would, therefore, contribute to clarity if all these 
provisions are simplified and treated in a uniform manner. 
The substance of these provisions is the same, namely, that 
the tax is leviable and recoverable from A even though nor- 
mally it would be recoverable and leviable from' B.x The 
treatment of all these provisions in one section will also 
avoid the unnecessary repetition of the words “the tax 

shall be leviable and recoverable” or words like “ 

shall be deemed to be the assessee” etc. 

The scheme adopted, therefore, is to collect these pro- 
visions at one place (in so fat as the rules applicable are 
common to all the cases), under the head “Representative 
dssessees”. 

General Scheme of sections relating to representative 

assessees. 

The group of sections begins with definitions, followed 
by the substantive provisions defining the liability of 
the representative. Special provisions applicable only to 
special classes of representative assessees are placed at the 
end. 


Assistant has been taken from the South African 
Income-tax Act in framing these provisions. The following 
sections of that Act have been drawn upon : — 

Section 69. — Definitions. 

Section 70. — ^Liability of representative assessee. 

Section 71.— Right of representative assessee to recover 
the tax from the beneficiary. 

Section 72.— Personal liability of representative 

assessee in cases where he parts with 
the estate without making provision for 
tax. 

Section 75.— Remedies of the department against pro- 
perty with agent or trustee to be the same 
as the remedies against the property of the 
principal or the beneficiary. \ 


Suh-clause (J) 


Item (i). — Existing section 42(1), main para, latter part, 
making the agent liable for the tax on certain mcome of 
non-resident, has been incorporated here. (The earlier part 
of the main para of the section has already been incorpc^at- 
ed in the group of sections relating to deemed income). The 
first proviso to section 42(1) has been dealt with m a 
separate clause in this Chapter, while the second and third 
provisos have been embodied in another separate clause 
in this Chapter. 


Existing section 42f21 has alreadv been incorporated 
in the Chapter relating to provisions 

liability to income-tax, while section 42(3) has been incor- 
porated in the group of sections relatmg to deemed incomes. 
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tive assessee. The existing sections on the subject, i.e. sec- 
tions 40(1), 41(1) and 42(1), express themselves in different 
ways; for example, section 40(1), after providing that the 
guardian etc. is to pay the tax (vide the words “the tax 
shall be levied ”) goes on -to say that “all the pro- 

visions of this Act shall apply accordingly”. Section 40(2) 
also employs the same language. Section 41(1) is also 
on the same lines. Section 42(1), main para, last line, pro- 
vides that the agent “shall be deemed to be for all the 
purposes of this Act, the assessee” in respect of the tax 
payable by the non-resident. 

It is desirable that this diversity of language be replac- 
ed by the same formula for all these cases, since such 
diversity unnecessarily causes confusion and gives rise to 
doubts as to whether any difference in substance is intended 
or not. Draft sub-clauses (1) and (2), therefore, make it clear 
that the representative assessee is subject to the same 
duties, liabilities etc. as if the income were his own income. 
It further provides that he is liable to assessment in his 
own name. The category under which he is to be assessed 
and the computation of tax, however, are to be governed 
by the priniciples that would have been applicable to the 
beneficiary himself, and this has been made clear in the 
draft. 


The words “representative capacity” wiU, incidentally, 
remove one lacuna existing in the present Act. When a 
trustee is charged in respect of income of the trust in his 
hand, the question might arise whether his individual in- 
come derived from his personal properties can be included 
in the same assessment. In other words, the question is, 
whether the assessment of a trustee qua-trustee is to be kept 
completely separate from his assessment in his private caj^- 
city. On principle the two should be kept separate as the 
capacities are different, but there is no provisitm in the 
present Act giving clear guidance on this point. The words 
“representative capacity only”, as used in the draft sub- 
clause under discussion, will make the position clear. 

Existing section' 41(1) etc. are limited to “tax”, ^e 
position regarding penalty or any other sum due under the 
Act should not, however be different, and the provision as 
drafted will cover penalties and other sums also. ^ ^ 

Suh-clause (2).— The provision that a representative 
is liable only to the extent of the assets with him at 
appears only in the case of a legal representative liable 
under section 24B(1). There is however no reason why this 
protection should not exdend to representative assessees 
such as guardians, trustees, agents, eta It is therefore p 
in a general form in this sub-clause, (^ere are, o ’ 

special remedies available against certain representative 
assessees, which have been saved in the draft clau 
the subject that follow in this Chapter.) 

Suh-clause (3).— Persons liable as representative asses- 
sees, especially as trustee, guardian or ™enager etc. (i.e. 
assessees governed by existing sections 40 and 41) , 



present, liable to be charged directly under section 3 ^ 

In any case, the absence of a specific provision lends ^P' 

port to the opinion expressed by sor^ 

the Act leaves an option vnth the Department 

the trustee etc either under section 3 or 

or 41 Since assessment under section 3 might be more 

onerous than under section 40 or 41, it seems desirable to 

make it clear that it is obligato^ If 

apply the provisions of sections 4Q j', 

they are applicable, leaving the general liahjUty 

tion 3 to be applied only in cases ^^h^ch are outside sectiom 

40 and 41 The draft sub-clause under discussion is mteno- 

ed to achieve this object 

J/otes to clause 171 

Sub-clause (1)— This is new The principle of the 
clause however is not controversial and ts 
ed in the draft on the lines of section 71(1) of the Soutb 
African Income-tax Act 

Suh-clousc (2) and (3)— Existing section 42, so“nd Md 
third provisos, lay down a procedure whereunder the agrai 
of a non-resident can approach the Income-^ Omc» to 
the issue of a certificate stating the amount to be fetamw oy 
the agent for discharging his estimated liability m respwt 
of Ux on the income of the non-resident This provision cw 
be usefully extended to all cases of representative asse^ 
ment, and has therefore been embodied in the draft suo* 
clause under discussion 


Notes to clause 172 

This Js new and is based on section 72 of the South 
African Income-tax Act In a sense, it is a corollas oi 
the provision in the mam clause' relating to the lability 
of a representatne assessee, to the effect that he is liable 
only to the extent of the estate and in a represenUtijre 
capacity only If the representative assessee parts with the 
assets without making proper payment of tax, it is but fai* 
that he should personally become liable 

(The South African Act, of course, includes even a 
case where the representative assessee alienates, charges or 
ftsposes of the inconic in respedt of which the tax is charg^ 
able, in South Africa the tax ts payable on the income ot 
the current year itself Since, however, the scheme of the 
Indian Act is different, this part of the South African sec- 
tion has not been incorporated m the draft clause under 
discussion ) 


Notes to clause 173 

Sub-clause (I) — The definition of “agent”, given in this 
sub-clause, is based m substance on existing section 4J, 
main para, but assistance has been taken in drafting it from 
the language of the Ceylon Income-tax Ordinance* 


* DraR cUwe 170 

• S«liE3ij 35, Ceylon Tnewne- to* Ordittonce 
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Paragraph (d) embodies section 40(2) in a brief form. 
It seems unnecessary to treat the case of a trustee of a 
non-resident separately from the agent of a non-resident 
or to devote a separate section to it. In substance, the lia- 
bility of the trustee (when the beneficiary is a non-resident) 
should be the same as that of the agent. 

Existing section 43, main para, contains the words 
“upon whom the Income-tax Officer has caused notice of his 
intption to treat him as agent” to be served. Since a pro- 
vision for giving opportunity to the agent is already con- 
tained in section 43, second proviso, (vide draft sub-clause 
(2)), these words are unnecssary and have, therefore, been 
omitted in the draft. 

The words “ shall be deemed to be such 

agent” have been replaced in the draft by the words 

“agent includes ”. A definition in the form of 

enumeration having been adopted in the draft, the form had 
to be changed. 

Existing section 43, Explanation, has been embodied in 
the Explanation to draft sub-clause, with the addition 
of the words “or relinquishment” on the lines of existing 
section 12B. The reference to the date 28th day of February, 
1947, has been omitted as unnecessary, since the new Act 
will apply only prospectively, that is, for assessment years 
subsequent to the commencement of the new Act. 

Section 43, 1st proviso, has been embodied in the pro- 
viso to the* draft sub-clause. An attempt has been made to 
make the language less involved, by opening the proviso 
with a reference to the “broker”, instead of beginning with 
the word “transactions” as the existing proviso does. 

Sub-clause (2 ). — Existing section 43, 2nd Proviso, has 
been embodied here, with the addition of the words “to 
be treated as such” at the end in order to make the pro- 
vision more precise. 


Notes to clause 174 

The first proviso to section 41(1) has been split up into 
paragraphs, for the sake of clarity. The position in respect 
of income-tax has been stated separately from the position 
regarding super-tax, since the provision that the tax shall 
be levied at the maximum rate does not apply to super-tax, 
see existing section 58(1). 

[The latter part of the Proviso, of course, must be 
taken as applying to super-tax also, and this has been 
made clear in the draft, vide sub-clause (b).] 

The latter part of the Proviso is, obviously, an excep- 
tion to the earlier part of the Proviso, and not to ffie ni^iu 
para (part) of the sub-section. In other words, where the 
earlier part of the proviso does not apply, the latter part 

28 — 1 Law Com 58 
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Notes to clause 178 

This is new and is intended to state the position re- 
garding tax in respect of the estate of a deceased person 
n the hands of the executor. The clause^, of course will be 
;onfined in its application to income derived after death, 
ncorne in respect of the pejiod up to death will be governed 
)y existing section 24B, which has already been incorporat- 
;d in the draft clause in this Chapter relating to legal re- 
)resentatives. 

The clause has been drafted on the lines of the relevant 
(revision of the Ceylon Income-tax Ordinance.* 


Notes to clause 179 

This is consequential on the new clause introduced in 
he draft laying down the liability of the .executor, and 
/ill authorise the executor to recover the tax from the 
lersons to whom the estate is to be distributed. 


Notes to clause 180 

General. — ^Existing section 26(2), which deals with the 
ase of succession to business, profession or vocation, raises 
number of difficulties, and the language of the section has 
ot escaped criticism'. Some difficulty is created by the 

/ords “where a person carrying on a business has 

jeen succeeded in such capacity”. The exact significance of 
lie words “in such capacity” is not clear. The observations 
i the _ Privy CounciT indicate that what is in- 
ended is, that the business etc. should continue to be 
arried on by the successor. A person who becomes merely 
I successor (in the sense that he gets the legal ownership 
>f the business etc. but does not actively continue the busi- 
ness etc.) would not be governed by this section, since in 
lis case there would not be any income after the date or 
accession. The wording of the section, therefore requires 
lOme change to make this intention clear. 


For the sake of simplicity, section 26(2) has been split 
in three sub-sections in the draft. 

Suh-clav.se (1). — Apart from the changes explamed 
ve. the following drafting changes have been made . 

(1) The existing words “person succeeded 
seeding” cause a slight confusion, since it is 
?ther the predecessor is intended or 
:nded, and some effort has to be made 
son intended to be covered. The the 

and “successor” have, therefore, been used in 
ft in place of these words. 

~*7s^ti^,r7777o)^d II (II) of the Ceylon ^ncome tax Ordinance. 

* observaiions of Madhavan Nair J. in Jiipvdt'.Kesava ao vs. 

(1935) 3 J-T.R. 339, 343 (Mad.). _ /r R - 

> MaharajadhirajofDarbhan^aVs C.I.T. Bihar and Or^sa 

345 . 347 . 348 (RC.)-6I T . 4 .. 3t=-I.L. R. 13 Pat- ^oy- 
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(2) In order to explain the effect of this section more 
clearly, clauses (a) and (b) have been added in the draft 
to orovide that the income upto succession is assessable on 
the oredecessor and the income after succession a assess 
able* on the successor Incidentally, the use of the vords 
“income of the previous year up to succession will also 
make it clear that the previous year talked of is the pre- 
vious year in which the succession took place 


Sub-clause (2)— The words “year in which succession 
took place" have in the draft, been prefaced by the word 
“previous' For the sake of clarity, the latter half of se^ 
tion 26(2), Proviso, has been dealt with m a separate sub- 
clause, see draft sub-clause (3) 


Sub clause (3) — ^In existing section 26(2), Proviso, latter 
half which provides that the tax in respect f ^ tbe ^sse^ 
ment assessed on the person succeeded , shalj be 

payable by the successor, the wording does not sound 
the recurrence of “assessment” and “assess” can be 
ed The language has, therefore, been altered m order to 
make the intention dear, though this has resulted in a 
slight elaboration 

Sub-clfluse (4) —Existing section 25A sub-section (2), 
deals in part with the case of succession, though that ^ 
tion mainly deals with the partition of a Hindu family The 
portion dealing with succession has been incorporated in 
this sub-clause, for reasons already explained in the notes 
to the draft clause' dealing with partition of Hindu families 


The words “where any person has succeeded to a bt^ 
ness formerly carried on by a Hindu undivided, 

family whose joint family properly has been partitioned 
on or after the last date on which it carries on such busi- 
ness “ in existing section 25A(2), do not give out 

the intended meaning easily What is intended is, that there 
is first a succession to the business of a family, and simul- 
taneously with the succession or subsequent thereto them 
is partition of the family property This has been stated m 
more direct language in the draft sub-clause under discus- 
sion It has also been made clear that it is the income upto 
the date of succession which is to be assessed m the manner 
provided m the section relating to partition Income sub- 
sequent to succession will be taken care of by existing secv 
tion 26(2), and this has also been made clear by the words 
but without prejudice to the provsions of this section” at 
the end of the draft sub-clause 


Notes to Clause 181 

General — Existing section 25A is really intended to lay 
do^ the proposition that until there has been a complete 
j ® fanuly property and the Income-tax 

— records a finding to that effect, the family should 

* Ste notes to draft Oauie j8i, (4) 




be treated as joint and assessed as a Hindu undivided fami- 
ly. The way in which the section begins, liowever, clouds 
the main proposition, because the section begins with pro- 
cedural matters and relegates the main proposition to the 
last sub-section. The various sub-sections have, therefore, 
been re-arranged in order to emphasise the rhain proposi- 
tion contained in the section. 


Sub-clause {!). — ^It has been held by the Privj’^ CounciT 
that section 25A. applies only where there is a total parti- 
tion. This is certainly the position under the existing sec- 
tion. But it would be desirable to apply the procedure con- 
tained in the section to partial partition also. The draft, 
therefore, makes this alteration in the section, with con- 
sequential changes. 

Sub-clause (2). — The proviso to section 25A(1) has been 
combined with the main para. 

Sub-clause (3). — ^Provision has been made that the In- 
come-tax Officer, while passing an order under this section, 
should record a finding as to the date of the partition. This, 
besides avoiding many complications, will facilitate the 
assessment for the periods before and after partition. 


Sub-clause (4 ). — Some confusion is caused by the 
language of existing section 25A(2), whicli, while opening 
with a reference to a case of partition, goes off at a tangent 
to deal with the case of succession. For the sake of clarity, 
these two cases should be dealt with separately, even tlmugh 
the substantive rule to be applied may be the same. Draft 
sub-clause (4) confines itself to partition. Succession is deali. 
with in the separate clause' corresponding to existing sec- 
tion 26(2). 


The existing provision in section 25 A (2), mam para, o 
the effect that the Income-tax Officer shall make ^^s^s- 
ments on the members or group of members according y 
“in accordance with the provisions of section 23 creates an 
impression that a special assessment for the purposes ot 
this section has to be made on the member 
however, not the intention. The section is merely intended 
to lay down the liability of the members for 
income, and does not require that the ^ 

pursuance of his liability should be made ^ ^ 

the individual assessment of each member. Th s p 
the sub-section has, therefore, been omitted. 

There is some amount of confusion, in existing section 
25A(2), as to how far a member (or “group of members ) 
is liable for pre-parti'.ion tax. "Wiile the mam par „• , 

sub-section says that each member is liable for 
the tax on the income so assessed recording t p 
tion of the joint family property allotted ’ i.t mug 

viso says that the liability shall be jomt and severa . ^ 

^ Stindar Sinuk ^fajethia*s case (1942) 10 I.T.R.- 457 
* See draft clause 180(4). 
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Sub-clause (J). — ^The expression “financial year” has 
been substituted for the expression “year”, for the sake of 
precision. 

Sub-clause (2 ). — ^The existing section is silent about the 
carriage of mail by the ships covered by the section. It 
seems desirable to. add a reference to mail'. 

Existing section 44B(2), latter part, provides that one- 
sixth of. the amount assessed shall be deemed to be the 
amount of profits and gains accruing to the principal on 
account of carriage of passengers etc. But since it is only 
income which accrues in India that is taxable, this part 
of the section has been re-drafted. It has also been made 
clear that section 44B will apply whether the amount is 
payable in or outside India. 

Sub-clause (3). — ^Does not need any comments. 

Sub-clause (4 ). — ^Existing section 44B(3), earlier part, 
provides that the Income-tax Officer shall determine the 
sum payable as tax at the rate applicable to the total in- 
come of a company. Since, however, there are different rates 
applicable to different kinds of companies (by virtue of the 
annual Finance Act), it seems desirable to make the pro- 
vision more precise, by indicating exactly the category un- 
der which such ship-owners are to be placed. The draft 
sub-section, therefore, makes it clear that the rate appli- 
cable to a company which has not made the prescribed 
arrangements for the deduction of super-tax on its divi- 
dends under existing section 18(3D), will be the rate to be 
applied under section 44B. 


Sub-clause (5). — ^Does not need any comments. 

Sub-clause (6). — Section 44B, latter part, provides that 
a port clearance vdll not be granted imtil the officer con- 
cerned is satisfied that the tax has been duly paid under 
this section. In the draft, the words “the tax assess^le un- 
der this section” have been n^d to make it clear that this 
sub-section will apply whether the tax has been duly assess- 
ed and has, therefore, become payable, or whether the t^ 
is “assessable”. In other words, this sub-section will apply 
even if the tax has not actually been assessed by reason oi 
any default of the master of the ship etc. 

Sub-clause (7).— The word “year” has been replaced by 
the words “financial year” in the draft, for precision. Fur- 
ther, it has been made clear that the paymient of tax will 
be treated as advance payment of the tax leviable t 
relevant assessment year”, in order to make the provisi 
more precise. 

Sub-clause (S).— Does not need any comments.^^ 

As regards the words “relevant assessment year’, notes 
above under sub-clause (7) may be seen. 

Notes to clause 183 

Existing section 42(1), first proviso, lays dovm a rul^e 
which relates to the recovery of tax on a non-residen , 


» Cf. Sfclion 15 Sub-section (i). South .African 'ncomc-ta-x Act. 
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from his agent but from his assets In India The emphaiis 
here is on the assets, this provision has, therefore, been 
excluded from the draft clauses dealing with representa- 
tive assessment, and has been placed here ^ 

The words ‘ u ithout prejudice to ” have been 

added m order to make it clear that the remediw confer* 
red by the other sections referred to are not acectea by 
the special provisions of this section 


The words whether m his name had to be 

added here, since section 42(1), 1st Proviso, in 
of the existmg Act, is connected with section 42(1), mam 
paragraph, and the mam para uses these words. 


Notes to douse 184 

Section 24A has been embodied m this clause For the 
sake of simplicity, the provision has been split up into a 
number of subjections 


Sub-clause (I)— The provision for assessment in the 
current financial year, embodied m section 24A and other 
similar sections, really constitutes an exception to the gen^ 
ral principle embodied m section 3 that it is the income 
of the previous year that is taxable 

The chargeability of the income in the current assess 
meat year is made clear by specific words m this sub-clause 
and u IS also made clear that to this extent the section over 
rides section 3 (As a matter of fact the draft clause for s. 
3 is Itself subject to the other provisions of the Ac ) (See 
also notes to sub-clause (2) below) 

It may be added that the language of this section has 
also been criticised by the Income-tax Investigation Com- 
mission’ Tbe alterations made in the draft, though th^ 
do not follow the lines suggested by the Commission re- 
move the ambiguities and lacunae to which the attention of 
the Commission was directed 


Since the section will apply only to natural persons, 
the expression ‘ person' has been replaced by the expression 
individual ’ 


Sub clause (2) — ^The period whose income is charge- 
able IS mentioned separately m this sub-clause The existma 
provision says that the total income to be assessed is ' of 
the period from the expiry of the last previous year of 
"hich the income has been assessed m his hands to the 
probable date of his departure from the taxable terntones 
or where he has not been previously assessed, on his total 
income of the period up to tile probable date of his depar 
cure from the taxable terntones" Now m so far as this 
period covers a previous year which has been completed 
before the commencement of the financial year in which the 
income-tax Officer takes action under this section the sec- 
tion has no importance because assessment for such earlier 


'Jit ITXC. Report (1548^ page 45 para 
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previous years can be made even imder the normal pro- 
vision in section 3. It is only in respect of a previous year 
which falls wholly or in part within the financial year that 
the section needs to be relied upon. In the draft, therefore, 
the words just now quoted havq been omitted. 

Of course, it is still necessary to cover cases where a 
completed year of income forms part of the period from 
the end of the last previous year to the date of departure. 
For example, a person whose previous year ends on the 31st 
December may leave India, say, in February, 1958. The 
year of income commencing on the 1st January, 1957 has to 
be covered, because the assessment year for that income 
wiU be 1958-59, which has not yet started. In such cases 
the complete year of income 1957 as well as the fraction 
from 1st January, 1958 to February, 1958 may be governed 
by this section. Hence, draft sub-clause (2) does not make 
any other modification as regards the taxable period. 

Under the existing section, the position regarding rate 
of tax has been stated in a very elaborate manner. It says 
that the assessment shall be made “as regards each com- 
pleted previous year” at the rate at which such income 
would have been charged had it been fully assessed. Now, 
as already explained, the incomes of years completed before 
the commencement of the assessment year in which the In- 
come-tax Officer takes action are governed by the normal 
provision in section 3, and it does not make any difference 
whether they are dealt with under section 3 or under this 
section. Under section 3, the rate applicable is the rate for 
the relevant financial year; such cases should, therefore, be 
left to be governed by section 3, and hence the words just 
now quoted are unnecessary and have been omitted in the 
draft. The remaining “previous year”, that is, the period 
from the end of the previous year for the assessment year 
to the date of the departure will continue to be governed 
by this section. 


As a matter of fact, the words just now quoted are 
misleading from one point of view, because, if interpreted 
strictly, they would mean that a person leaving India in 
February, 1958 and having his previous year ending with 
the 31st day of December, 1957 would be chargeable at the 
rate applicable to the assessment year 1958-59. Obviously, 
this is not the intention, and the provision as embodied in 
the draft will obviate any possibility of any such wrong 
result being deduced from this section. 


Sub-clause (3 ). — ^The criticism of the existing section, 
made above in the notes to sub-clause ( 2 ), applies in res- 
pect of the provisions for estimating the total income also, 
ihe power to estimate should not be confined, as m tne 
existing section, to a fraction of a previous year ; 
completed previous year might fall within the 
which the income has to be “estimated”. The 4 - 1,0 

has therefore been widened to give a wider power 
mcome-tax Officer in this respect. 
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(iii) words excluding a business etc., charged under 
the 1918 Act have been added, since section 25 (IJ 
does not apply to such business, vide the words 
“to which sub-section (3) is not applicable”, in 
existing section 25 (1) ; 

(iv) it has been made clear that the power to charge 
tax in the current assessment year is to be exercis- 
ed at the discretion of the Income-tax O.fhcer ; 

(v) the existing 'words “assessment may be made In 

V that year on the basis of the income in 

addition to the assessment, if any, made on the 

basis of the income of the previous year” 

give rise to a controversy, namel 5 ^ whether the 
income of the normal previous j'ear is to be com- 
bined with the income of the current assessment 
year, when making the assessment. It has been 
considered desirable to alter the wording on this 
point to make the intention clear. The draft, 

therefore, uses the words “the total income 

of the period from tlie expiry of the previous year 
to the date of discontinuance”, and avoids an 5 ' 

' . reference to the normal previous year in sub- 
clause (1). Draft sub-clause (4), however, makes it 
clear that any assessment made under the normal 
provision will not be affected by the special pro- 
cedure given in this section. 

Sub-clause (2 ). — ^Does not need any comments. 

Sub-clause (3). — ^Does not need any comments. 

Sub-clause (4 ). — See notes under sub-clause (1). 

The remaining portion of section 25 has been embodi- 
ed in the draft at the appropriate places. 

Notes to clause 186 

Sub-clause (I).— Section 44 of the existing Act deals 
the assessment in case of discontinuance of business 
by firms and dissolution of associations. The part dealing 
wth firms .is being incorporated in a separate clai^e 
separate Chapter relating to firms). The part dealing with 
associations has been incorporated here. 

A reference to the legal representative of a member 
who is deceased has been added to provide for cases ivhere 
3 member dies after dissolution and before assessment. 

The changes made b 5 ^ the Finance Act, 1958 have b..en 
given eSect to. 

Sub-clause (2).— This is new. The object is to ^ow 
the Income-tax Officer to continue assessment procee g 
already started before the dissolution etc. so that time may 
uot be wasted in the re-issue of notices etc. 
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(ii) Since the word “receivable” in existing Section 
8, main para, has in the draft been replaced by 
word “received”, necessary drafting changes have 
been made here also. 

CHAPTER XVI 

SPECIAL PROVISIONS APPLICABLE TO FIRMS 
Notes to clause 189 

Provisions relating to firms have been brought together 
in this Chapter under the following groups ; — 

(1) Assessment. 

(2) Registration. 

(3) Other provisions. 

Sub-clause (1 ). — Existing section 23 (5) (a) provides 
that the total income of each partner, “including therein 
his share” etc., shall be assessed and the sum payable by 
him on the basis of such assessment determined. Since the 
scheme of assessment in the case of a registered firm is, 
that the partner is himself assessed on his share, these 
words have been replaced in the draft by the words “the 

share shall be included in his total income” etc., 

which seem to be more appropriate. 

Sub-clause (2). — Does not need any comments. Though 
this provision is in a sense repetition of existing section 
16(1) (b) Proviso, it has been allowed to stay for the sake 
of convenience of reference. 

Sub-clause (3). — ^The existing words “his share. 

shall be assessed on the firm” have been replaced in the 
draft by the words “tax on his share shall J^e asses- 

sed on the firm”, which are more appropriate. 

, Section ,23 (5) (a) (i) has been retained in the draft in 
the existing' form ; but it is recommended that it may be 
deleted. 

The Finance Act, 1956, introduced this new provision 
making a firm liable to income-tax on its income at a 
special rate provided by it. The provision for including 
the shares of the profits of the firm within the total income 
ef a partner in his individual assessment and levying tax 
upon it was also retained. This implies, that the share of 
the partners in the profits of the firm suffers tax twice — 
once in the hands of the firm and again in his own hands. 
This is really a double taxation of the same income, thougn 
at different rates. [The same Finance Act, 1956, mtrodu- 
ced a new provision [section 14(2) (aa)] under which the 
proportionate income-tax paid by the firm on the share ot 
income included in the partners’ share is deducted. 
means that the partner is not liable to pay income-tax 
on the proportionate tax ; but it does not obviate tne 
difficulty of double taxation]. 
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Sub-clause (5). — ^The persons who should join in an 
application for registration have been mentioned exhaus- 
tively in this sub-clause, which incorporates the second 
paragraph of rule 5 of the Income-tax Rules. 


Sub-clause (4). — Under the existing provisions (rule 2 
of the Income-tax Rules), the first application for regis- 
tration has to be made within six months of the constitu- 
tion of the firm or before the end of the previous year of 
the firm, whichever is earlier, if the firm was constituted 
in that previous year. Where a firm is already registered 
under the Partnership Act or the deed is registered under 
the Indian Registration Act, the application has to be made 
before the end of the previous year. It has been suggested 
that the 30th day of June of the assessment year should be 
adopted as the last date by which an application for first 
registration should be made. But the adoption of this 
time-limit would enable the assessee to get registered an 
antedated partnership. It seems desirable that, irrespective 
of the fact whether the deed is or is not registered under 
one or other of the laws referred to above, the application 
should in all cases be made before the expiry of the pre- 
vious year. The reason is. that the assessee is claiming an 
advantage under the Act in respect of profits earned in 
the previous year on the basis that during that year the 
firm came into existence. If that is so, he must be able to 
make good that plea by a proper application made before 
the end of the previous year. If any more time is given, 
there will be ample scope for the assessee to make up his 
mind whether to get the firm registered or not and for 
that end to invent a partnership antedating the constitution 
for the entire period- and bringing into existence a docu- 
ment evidencing such partnership. 

The draft sub-clause under discussion gives effect to 
this proposal. A proviso has been added authorising the 
Income-tax Officer to entertain an application made after 
the end of the previous year in proper cases. 

Sub-clause (5). — ^The provision contained at preset 
in the rules, requiring the application to be accompanied 
by the instrument evidencing the partnership, has been 
incorporated in this sub-clause, and it has also been made 
clear that in fit cases a certified copy of the instrument 
may be accepted in lieu of the original. 


Sub-clause (6). — ^The provisions contained in existing 
rule 3 of the Income-tax Rules and Form I below_ that 
rule, relating to particulars to be given in an application 
for registration, have been incorporated here, with changes 
intended to secure precision. 


Sub-clause (7).— Under existing section 26A (2) an 
application for registration has to be made “at such times 
as may be prescribed. The use of the word “times sugges 
a necessity of renewal of registration every year, ana 
under rule 6 of the Income-tax Rules, a fresh application 
has to be made for any subsequent year. This requireme 
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Sub-clause (2). — Does not need any comments. 

Sub-clauses (3) and (4). — These are new, but embody 
provisions which are hardly objectionable. 

Sub-clause (5 ). — This is new and is intended to pres- 
cribe a time limit after which the registration cannot be 
cancelled. 


Notes to clause 194 

The words in existing section 26 (1) “or a firm has 
been newly constituted” do not exactly indicate what is 
intended. The preceding words “change in the constitu- 
tion of a firm” would cover cases where the old firm con- 
tinues, in the sense that some but not all the members 
of the firm are changed. In other words, where the firm 
consists of partners A, B and C, the dropping out of A and 
B and coming in of new partners D and E would merely 
be a case of change in the constitution of the firm’. The 
words “a firm has been newly constituted” would, there- 
fore, appear to be redundant. They have, therefore, been 
omitted in the draft, at the same time giving a definition 
of “change in constitution” so as to indicate its exact 
scope. 

It may be added that where a firm is dissolved and a 
new firm is formed, the case can be left to be governed 
by existing section 26 (2). 

Notes to clause 195 

This is new in form, but merely provides that in the 
case of succession to business etc., of one firm by another, 
the provisions in existing section 26(2) will apply, unless it 
is a case of a change in the constitution of the firm. It has 
been inserted in this Chapter for the sake of comprehen- 
siveness. 


Notes to clause 196 

Sub-clause (1). — Existing section 44, in so far as it 
relates to firms, has been incorporated here. A reference to 
the legal representative of a deceased partner has been 
added for the sake of comprehensiveness.* 

Sub-clause (2). — ^Is new and is intended to maintain 
continuity in proceedings in cases where an assessment has 
already commenced before discontinuance or dissolution. 

Sub-clause (3). — ^Needs no comments.' 

Notes to clause 197 

This is new and is intended to give a list of provi- 
sions specially applicable to firms, for the sake of conveni- 
ence of reference. 

’ Of, In re Gregory, and Co. (1937) 5 I.T.R. iz (Calcutta). 

* Cf. draft clause 186 and notes thereto. 

29 — 1 Law Com./58. 
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(b) has been replaced in the draft, by the shorter expres- 
sion ‘tax in accordance with” existing Section 17 


Suh-clause (3). — Does not need any comments, since 
the drafting changes made are only consequential. 

Suh-clause (4). — ^This is new^ and is intended merely 
to point to the deduction in respect of tax on accumulated 
balance paid to an employee participating in a recognised 
provident fund. ^ t' i' b b 

Suh-clause (5). — This is also new and is intended to 
point to the deduction of tax in the case of amounts paid 
to an employee participating in an approved superannua- 
tion fund. 

Suh-clause (6). — This embodies the latter part of S. 
18 (2A). The earlier part of that sub-section does not seem 
to serve any useful purpose ; salary is now taxable wher- 
ever paid, and it does not seem necessary to make a special 
mention of the deduction in respect of salary payable 
to the assessee out of India by the Government. 

V 

Notes to clause 202 

The provision for deducting the tax in respect of in- 
terest on securities has been embodied in this clause with 
the following drafting changes : — 

(i) the deduction in respect of income-tax and that 
in respect of super-tax have been stated in sepa- 
rate sub-clause for the sake of clarity ; 

(ii) as regards deduction of super-tax in respect of com- 
panies, it has been made clear that the rate appli- 
cable is that in force for a company v'^hich has 
not made the arrangements referred to in existing 
section 18 (3D). This will remove the uncertainty 
at present experienced as to the exact rate applic- 
able in such cases. (This clarification is not neces- 
sary in the case of deduction from salaries, since 
the situation of a company which receives salarj’ is 
not likely to arise). 

Notes to clause 203 - 

The drafting changes made follow the lines of those 
niade in existing section 18(3A)'. 

Notes to clause 204 

The following drafting changes have been made 

(i) The position regarding income-tax and super-tax / 
has been treated in separate sub -clauses , 

’ See notes to clause '202. 
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For the sake of clarity, the first topic has been dealt 
with in this clause, while the second has been dealt with 
separately’. The Proviso to this sub-section has, therefore, 
been broken up in conformity with the scheme adopted 
in the draft. 

The first proviso to section 18- (5) has been incorporat- 
ed for simplicity in the main para, of the sub-clause. 

The second proviso to section 18 (5) has been incor- 
porated in the 1st Proviso, and the words “or shareholders” 
have been added in order to cover a case where tax is de- 
ducted on .dividends under existing section 18 (3D). [The 
existing proviso does not make any specific mention of 
shareholders, presumably for the reason that existing 
section 44E (5) defines securities as including stock and 
shares.] 

The third proviso has been embodied as the 2nd pro- 
viso. 

The other drafting changes are consequential. 


Notes to clause 208 

This embodies existing section 18 (6) with a small 
drafting change converting the .passive voice used in the 
existing section into the active voice. 


Notes to clause 209 


Existing section 18(7) has been embodied in this 
clause with the following changes : — 


(11 It has been made clear that in the case of deduc- 
tion of tax on dividends under existing section lo 
(3D), the principal Officer as well as the company 
can be treated as in default. This clarification has 
been considered desirable in view of the fact tnat 
the existing section 18 (3D) uses the expression 
“person”. 

(2) Since existing section 46 (1) relating to the imposi- 
tion of penalty by the order of the Income-tax 
Officer is in the draft proposed to be replaced y 
provision for automatic running of interest, t 
proviso has been suitably altered. 


(3) Sub-clause (2) has been newly added for tmpo^ 
ing a first -charge upon the + P 

deducting tax, if it is not paid into the 
office after deduction. The intention is to ensure 
speedy transmission of the amount decffic 
that the amount may not lie in the custody 
person deducting it\ 


• Ghapt-r on Tax deemed to have been paid on div.dends. 
® See clause 230(1). 

* Cf. Section 123 (6) of the (Canadian) Income-Tax Act, 1948. 
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Suh-clause (i).— Income subject to advance tax has 
been described here, arid for the sake of accuracy it has 
also been made clear that capital gains are not included in 
that income. Though existing section 18A (12) has been re- 
tained in the draft', it appears desirable to make this clari- 
ncation at this stage also. 

Suh-clause (2). — This is new, but is intended merely to 
enable the use of the shorter expression “income subject 
to advance tax” and “advance tax” in the subsequent 
clauses. 

(3). — This is new and is intended to pro- 
vide that advance payment of tax will, so far dividends 
are concerned, apply only for super-tax. So far income- 
tax IS concerned, it is the company which is deemed to 
have paid the tax, and advance payment should not apply 
tor income tax on dividends. 

Notes to clause 216 

The concept that advance tax is payable where the 
total income of the assessee exceeded a cer'.ain limit, or 
Js likely to exceed a certain limit, has been embodied in 
this clause; for the sake of comprehensiveness, the case 
dealt with in existing section 18A (3) has also been referred 
to here. 


Notes to clause 217 

. The mode of computation of advance tax has been dealt 
with in this clause. For the sake of facilitating the pro- 
per understanding of the method to be adopted, the pro- 
cess has been divided in various steps. Thus, the first step 
IS the ascertainment of the total income of the latest pre- 
vious year assessed. This having been ascertained, the 
second step is to find out how much of that total income 
mils under the category of income subject to advance tax. 
^at having been done, the next step is to actually compute 
the tax on the income subject to advance tax by applying 
'he average rate of tax. The result arrived at is the amount 
of the advance tax. 

There are, of course, two special situations, which re- 
quire mention. One is, the situation where a non-resident 
chooses to adopt the method of taxation on the basis of the 
^otal world income. This is contained in existing section 
main para, latter half, and has been embodied in 
the draft sub-clause (b). The second situation is that m 
which the assessee sends an estimate of his total income 
Gtc. Here the tax is calculated with reference to the total 
so estimated. This follows from existing section 
t^A(2) and (3) and has been incorporated in sub-clause (3) 
m the draft. 

. Section 18A(l)(a), 2nd Proviso, has been incorporated 
'n the Explanation. 


' Ste draft clause 228. 
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(ii) The proviso to the existing sub-section provides for 
payment of 6 per cent, simple interest. In view 
of the fact that the rate of interest in the other 
sub-sections of section 18A is now reduced io 4 per 
cent' the rate has, in the draft, been reduced to 
4 per cent, in this case also. 

Notes to clause 222 


Suh-clause (1). — Existing section 18A(5) relating to 
interest payable by the Central Government on tax payable 
in advance has been embodied here. The sub-section, as 
amended in 1953, raises a difficult question of interpreta- 
tion. The main part of the sub-section provides that inte- 
rest should be paid (at 4 per cent.) on any sum paid after 
1st April, 1955, “from the date of payment to the date of 
the provisional assessment” or to the regular assessment 
as the case may be: but the second proviso, inserted in 1953, 
says that for the period beginning with 1st April, 1952, the 
interest is payable from the beginning of the next finan- 
cial year to the date of the regular assessment. _ There is 
thus a change as regards the period for which interest is 
to be paid. Another change made in 1953 is as regards the 
amount on which interest is payable. While the main 
provides that interest is payable “on any amount payable 
in accordance with the provisions of this section ............ 

and paid acc6rdingly”, the second proviso, inserted in 1953. 
provides that for the period beginning with the 1st 
1952, interest is payable only on the amount by which the 
aggregate of the instalments paid during the financial year 
in which they are payable exceeds the tax under the regu- 
lar. assessment. ' 


Now the question is, whether, these changes inserted 
by the 1953 Act in the shape of the second proviso are to 
govern the whole of the post-1952 period; or whether they 
are to apply only in respect of the post-1952 and nre-iy 
period. If the second proviso is taken as 
main para, the former view is correct. If, on the other • 
the proviso is taken as limited to the period between 
and 1955 (on the theory that a proviso is not to replace tne 
main section), the second view can be supported. 


The main draft of the clause under discussion embodies 
the former view, which seems to be the 
But, if the latter viev/ is adopted, it can be given 
by the alternative draft given below : 


Alternative draft’ 

(1) The Central Government shall pay 

...at four per cent, per annum on any amount P y 

able as advance tax in accordance wit h the provisio s 

* See existing section 18A (S), item (ii) and section 18A (6), 1st Pr 

alternative draft is intended to j": q^2 IQ^and does not 

18A (t), 2nd Proviso, is applicable only for the period 19.52-19J3 ana 
override the main sub-section. 
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(iii) under-estimate, where estimate is necessary 
under section i8A(3) — Section 18A(8j; 

(bj If there is a deliberately false estimate of the in- 
come, the assessee may also become liable to a 
penalty under section 18A(9)(a); and similarly, if 
there is a failure without reasonable cause to file 
an estimate when required under section 18A(3), 
the assessee is also liable to pay a penalty under 
section 18A(9)(b); 

(c) in cases where the aspect of estimate is not mate- 
rial and the emphasis is. on non-payment of ad- 
vance tax due either by virtue of an order under 
section 18A(2) or section 18A(3), interest can be 
charged under section 18A(8) and the assessee is 
also liable to be dealt with under section 18A(10). 

Suh-clause (2 ). — This is new. It seems desirable to 
make it clear that section 18A(6), 3rd and 5th Provisos, ap- 
ply to interest payable under this section. Hence this sub- 
clause. 


Notes to clause 226 

This clause does not need any comments. 

Notes to clause 227 

The drafting changes are very minor and do not need 
any comments. 


Notes to clause 228 

Existing section 18A(12) has been embodied here, and 
for the sake of clarity it has also been provided that_ the 
expression “total income” occurring in the prewous 
clauses should not include capital gains. Even though the 
clause dealing with incomes subject to advance tax ex- 
cludes capital gains, the general provision has been repeat- 
ed here for convenience. 

Notes to clause 229 

General . — The provisions relating to recovery of i.ax 
by the Department, contained in the present sections 45 an 
46, have been broken up for the sake of simplicity into va- 
rious clauses in the draft. The general provision relating 
to dates etc. of payment is placed first; the 'J.' 

sions contained in existing section 46(1) is placed next, 
follow the various modes of recovery, namely, 

(1) certificate, 

(2) other modes of recovery, 

(3) recovery by the State Government, i 

(4) special provisions for recovery of Indian tax m 

Pakistan and vice versa. _ 


^ draft clause 215 (1). 
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the date of default to the date of uayment, and does away 
with the necessity of any express order by the Income-tax 
Officer. It would also reduce the number of appeals. 

Under the scheme adopted in the draft, existing sub- 
section (lA) becomes unnecessary and has been omitted. 

.Sub-clause (2). — ^This is intended to provide' that if 
arrears are paid within three months, the interest levied or 
leviable on the arrears wdll be remitted. 

Sub-clause (3). — ^Does not need any comments. 

Notes to clause 231 

Existing section 46(2) provides that the Income-tax 
O.fficer may forward to the Collector a certificate of arrears 
and the Collector shall then proceed to recover the amount 
“as if it were an arrear of land revenue’’. Since the law re- 
lating to recovery of land revenue varies from State to 
State, it seems desirable to 'state the permissible modes of 
recovery in the Act itself. Sub-clause (1), therefore, enu- 
merates these modes, which are taken from the Code ot 
Civil Procedure. 

The proviso to existing section 46(2) lays down that 
the Collector shall, for such recovery, have the powers ot 
civil court also. Since the various modes of recovery ai 
being listed in the clause itself, this proviso becomes un- 
necessarj' and has not been reproduced in the draft. 

Sub-clause (2). — Does not need any comments. 


Notes to clause 232 

This is new. There are some doubts as to the 
to whom the Income-tax Officer can send the , , 

referred to in section 46(2). The draft clause that 

the Collector within whose jurisdiction the assesree - 
on his business etc., or resides or has any property, 

approached. 

Sub-clause (2). — ^Provides for the procedure Sg 

Collector to whom the certificate- is initially sent is 
to recover the arrears. 

The explanation makes it clear that the 
district in India can be approached (even the 

trict is situated in other State). (This 'vould avmd me 
nppocc«?4-,, 4-^ 1 — nrnnpfiure under me 


enue Recovery Act (1 of 1890). Additiona yiectors'' 
ave also been included in the definition of nrovi- 

s difficulty was experienced having regard T^hat 

‘ons of the General Clauses Act defining Coffedor. 
efinition. if strictly construed, would not include an 
onal Collector. 

^ Cf. section 495 (2), U. K. Income-tax Act. 1952. 
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Notes to clause 236 
Does not need any comments. 

Notes to clause 237 
« Does not need any comments. 

Notes to clause 238 • 

Does not need any comments. 

Notes to clause 239 

This clause does not need any comments. 

Notes to clause 240 

Existing section 47 has been incorporated here. The 
only addition made is the reference to the provision corres- 
ponding to section 18A(9) for the sake of comprehensive- 
ness. 


Notes to clause 241 

Suh-clauses (1) to (3). — Do not need any comments. 

Sub-clauses (4) and (5). — ^These are new. Since th^e 
are many ships or aircraft which carry passengers outside 
India, it seems desirable to require the o\vners of the air- 
ships etc. to furnish a list of the persons who travel- 
led by the ship etc. in the preceding months. In the absence 
of any such provision it becomes difficult to put into force 
the provisions of section 46A(2), since the Income-tax 
authorities have no information in their possession as to the 
persons who travelled in the ship or air-craft belonging to 
ffie person concerned against whom section 46A(2) is direct- 


Suh-clause (5). — ^Provides that the liability enforceable 
against the owners etc. of such ships etc. will °e en- 
orced after two years of the date on which the list is ffied. 

*• a concession and will ensure the prompt ffimg o 
such list. 

Sub-clause (6). — Does not need any comments. 


Notes to clause 242 


time limit for commencing recovery proceedi g 
in the existing section 46(7), has been dealt w 
nraf' of simplicity, ihe limit 

all cases {vide the proviso in the draft) as 
S^2«ng from the last day of the financial year concerned. 
_ ^his scheme, it becomes imnecessary to rep 
section 46(7), 2nd Proviso. 
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raised in refund proceedings is unnecessarily put in the 
same section in sub-section (4). An attempt has, therefore, 
been made, in the draft, to separate these various topics. ’ 

Clause 247— The following drafting changes have been 
made in existing section 48(1) : — 

t words “an 5 ’ individual, Hindu undivided 

tamdy etc. have been replaced by one word “person”, 
section 3, as proposed in the draft, uses only the 

fimd ”Sht to claim re- 

S^ caS nf co-extensive with the liability to tax. In 
Governments, it may be pointed out, there 



an,-<r^T, r respect oi snares held bv State 

edsliD<T ^^een paid under 

eluded '"in the o^y’- if the dmdend is in- 

concerned: see 

^mg the irnrri “no ^ '•> therefore, no harm in 
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prevision empowers the grant of re- 
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widerstood that fte SliS.T behalf”. It is 
e-t any such authorit^i^'^ appoint- 
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‘°re, been omitted ’ ^ords in question have, there- 

(m) Other changes are minor. 
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refund claims within three months. In ymw 
obvious that normally the refund 

of, (at any rate at present) within a ^ ^provi- 

The Department will not, therefore, be a^^d °y ^ 

Sion for payment of interest. The provision is intendea 

only to make sure that the would 

Taxation Enquiry Commission by the i- ujlitv to 

invariably be followed with no exception. -i.^ disposal 
pay interest will act. as an incentive for an early dispose 

of the refund applications and allay Qf re- 

assessees that there might be delay in the P 
fund applications.* 

Notes to clause 253. 

The only change is the mTk\ng 

the effect that the Income-tax Officer s . assessee. 
an adjustment under this section, intimal 

CHAPTER XXL 
APPEALS AND REVISIONo. 

Notes to clause 254. 

General. 

The provisions of the Act relati^ to ^PP^gg^ 33 A, 33B, 
sions are scattered in existing saetio > reference 

66A and 67A. Existing section 66, dean in 

from the Appellate Tribunal 1°, ^^mupfe are, also provi- 
a sense, connected with sections 58B(4) and 

sions authorising appeals in exis g 
61(3), proviso to clause (b). 

in brine all these previsions 
An attempt has been made to j^jiate their proper 

together in this chapter. _ 1” been arranged accord- 

understanding, the provisions appeal lies. Thus, ap 

ing to the authority to^the Appellate Assis- 

peals, from the first, under one group 

tant Commissioner are dealt wi Appellate Assistant 

Appeals from the decisions separate group and ° ' 
Commissioner are dealt ^placed in a j 

Provisions regarding revision a P placed at the end. 

group, and miscellaneous provisions f 

n^-iripal is 


ip, ctllU 

in each group. 
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; 125 , para. 279. ^ 
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(viii) A new provision authorising appeals in respect of 
orders under existing section 35 has been added. 
It is desirable’ to allow appeals from such orders 
passed by the Income-tax Officer, particularly since 
an order under section 35 may aggrieve an assessee 
who desires rectification. 

(ix) The various orders relating to interest under exist- 
ing section 18A have also been made appealable in 
the appropriate cases’. 

(x) The sections under which a penalty can be imposed, 
have been described more elaborately in order to 
make the position regarding appeals from such 
penalty clear. 

(xi) The following orders have been made appealable : — 

(i) an order passed by the Income-tax Officer on an 
assessee’s application for withdrawal or cancella- 
tion of a certificate. 

(ii) order passed by the Income-tax Officer refusing 
any assessee’s request to treat him as not in de- 
fault, in view of an appeal. 

Notes to clause 255 

This embodies existing sec'ion 30, sub-section (1), 2nd 
Proviso. The language has been slightly simplified. 

The first Proviso to section 30, sub-section (1) deals 
with an appeal against an order under existing section 46 
(1). This has been omitted as unnecessary in the scheme 
adopted in the draft’. 

The third Proviso to section 30, sub-section (1), prohibit- 
ing an appeal by a shareholder, in a company in respect of 
which an order under existing section 23A has been passed, 
has also been omitted as unnecessary, since, under section 
23A as amended up-to-date, the income of a shareholder is 
not affected directly and the question of his being aggrieved 
by any such order does not arise. 

Notes to clause 256 

No comments are needed. 

Notes to clause 257 

Suh-clause (1).— Does not need any comments. 

Sub-clause (2).— Existing section 30(2), dealmg with 
the time limit within which the appeal may be presented 
from the order of the Income-tax pfficer, describes m an 
elaborate manner the date from which the time limit is to 
be counted. It does not appear to be necessary to have such - 

’ Cf. T. T’.T. C. Report, 1948 para. 2''4, page 113. 

“ draft clause 2*14 (^) and Explanation- 

® See notes to draft clause 254, 
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It has been held that an order by the Appellate Assis- 
tant Commissioner, holding that there was no sufficient rea- 
son for excusing delay in tiling an appeal and rejecting the 
appeal as time-barred, is an order under section 31, and an 
appeal lies from such order*. It has been observed that, 

“If the- appeal is dismissed as incompetent or is rejected 
as it was filed out of time and no sufficient cause 
was established, it results in an affirmation of the 
order appealed against.’’* 


To cover such orders, para, (c) has been added in sub- 
clause (1). (No such addition is considered necessary m the 
section dealing with appeals to the Supreme Court, since 
the language of the relevant provisions for th^se 
is not likely to raise the question that arose vnth refere 
to the appeals from the Appellate Assistant Commissioner). 


Notes to clause 261 

Sub-clause (1).— The time limit for filing an aPPfal from 
the order of the Appellate Ass^tant ^avg 

present, dealt with in section 33(1) and 33(2). P 

been combined in this sub-clause without any g 
substance. 


Sub-clause (2).— Does not need any comments. 

' Notes to clause 262 

Th. form of appeal etc. has been left to be prescribed 
by rules made by the Supreme Court. 

Notes to clause 263 

This clause deals with the 
High Court. No detailed comments are neeue . 

.-ts to rules by the Supreme Court, see notes to the 

relevant draft clause . 

Notes to clause 264 

This clause does not need any comments. 

Notes to clause 265 
. , , a copy of the appellate order 
This clause providf tjiat a e g^ssessee also besides 
of the High Court shall be sent Assistant Commis- 

the Commissioner and tne . ggdy implementation of 
.sioner. This will encourage tne sp 

the High Court’s judgment^^^^^^__P_^ 

F7r. (i956)-=9 ■ '■ 

‘ Mela Ram and Sons vs. ■ ■ ITR-Ij h- 

^C.I.T.vs.SkahzadiBegnmlm--)^^^^^ 

0 Draft clause 277- 
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Notes to clause 271 


1 Compare existing ♦ 
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Notes to clause 272 


General 

The power of revision by the Commissioner at the 
instance of the assessee is at present dealt with 
ing section 33A(2). Existing section 33A(1) is 
meant for cases where revision proceedings are st^t 
passing orders not prejudicial to the assessee. i le e 
no harm if both these sections are combmed in one sec- 
tion. Some of the provisions contained in th^^ 
tions are common to the proceedings under the , . 
tions. An attempt has, therefore, been made to 
them in this clause. No change of substance Jic^tinc 
from such combination, since, wherever J'Je of 

tion has been drawn between o^the Commis- 

the assessee and a revision at the mstance oi 

. sioner. 

Sub-clause (1). — Only verbal changes have been ma 
apart from the change discussed above. 

Sub-clause (2)-— Is new and self-expl^ato^. 
Sub-clause (3).— Existing section 33A(1), Provi 
has been incorporated here. 

Sub-clause (4 ) — . . „ 

It has been made clear'that to 

runs from the date on which the +0 know of it. 

the assessee or on which he from the date of 

Existing section 33A(2) counts h^tation fr^ the « 
the order, which might cause hardship m some cas 

Sub-clause (5).— Existing section and’TJ^ have 

and (b) and section 33A(2), Provisos ( j^gerj 

been embodied here. ^^^®!/^arSraph?(a) and (b), while 
made are dealt with in draft P j-® dealt with in para- 
the case where an appeal is pending is aean 

graphs (c) and (d). . ^^de 

The existing wording .“the otoct. ^oes not 

the subject of an appeal or a decided appeal, 

show whether it deals with a P words will apply both 
The draft makes it clear that th^e^ and in a case where 
in a case where the ^PP^^ Jf ? on the merits. Cases wlmr 
the appeal has been disposed of on j othewise than 

• the Hi|h Court has disposed of the PP 
on merits should ^^t. it is frf^owem 

of the commissioner s rewsio 

Sub-clause (6).-V comments. 

Explanations 1 and 

ATotes to clause 27 J • 

77 ozes cR/'7'i and of existing 

section 66A(3), r^t „ > 

i n simplified langu g ^ 

^See also notes to clause 269. 
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issued by the Income-tax Officer (requiring him to furnish 
particulars relating to securities), “he shall be liable to a 
penalty’’ etc. The words “he shall be liable to” hav^ m 
the draft, been replaced bv the words “the Income-tax Om- 
cer may direct that such person shaU pay” etc. This 
s&cure uniformity with existing section 28 (1), main para. 

Notes to clause 280 


General. 

The constitutionality of section 28(l)(c) has been up- 
held by a Division Bench of the High Court of Madras The 
attack on the validity of this section in that case 
on the, argument that under sections 28 and ^ 

Inspecting Assistant Commissioner has a choice , ,, 
ther a penalty should be levied on the rpug 

the assessee should be prosecuted under sectio " • ^ 

course to be pursued by the department is, t ^ Ass^ant 
left to the unfettered discretion of the guidance and 

Commissioner and the enactment gives bv the 

nrescribes no standard. This argument 

High Court, which observed that section 28(4) was n^tn^ 
nature of a concession and them was no Sec- 

14 of the Constitution being nublic iustice 

tions 51-52 had been enacted for ® deliberate 

and for the punishment of the offence g^ed for the 

infraction of the law. while section 28 is ^^g^euring 
purpose of rendering evasion caused by attempted 

to the State compensation for overlap; but even 

evasion. The two sections do not ^1'' ^ instance the tivo 
where there is overlapping m a co 

remedies could have been taken t s 3j.g not 

the provisions of section 28(4) The grant of a 

m their nature form of section 28(4) does 

concession to the assessee m th 

not alter the situation. • jo'toH 

In view of this ?ection°28!°but sec- 

necessary to disturb the siffis ^ section, in order 

tion 28(4) has been made into a sepai 

to bring out its true function. ' also 

The words “in the course^ of any P^JJ|\bove. 'Iffie 
came up for consideration ^ ^.j^g that when an In- 

High Court noted ^bat the P ggggg has concealed his 
come-tax Officer finds that concealed income, adds it 
income etc., he ftimates the ^concern entirety o 

to the income returned an assessment ordered. At 

the income as thus determined in his asm to 

the same time be issu-S levied under j 

Sn S Se assesses may not have ^^“essess- 

an'iL finifconelusion is re^ehed at 

^ Siv^aminalha Moopanar end S<r-J •=- 

(1955) 28 r "R. 601. 
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the draft, been placed in the Chapter relating to cljllection 
and reco . ery of tax.' 

proviso to this sub-section has been placed in the 
'latter half of this clause, with verbal changes which have 
been made in order to elaborate the provision and make 
its understanding easy. 

Notes to clause 283 

Sub-clause (I). — ^The words “or the other person on 
whom the penalty is sought to be imposed”, have, in the 
draft, been added to existing section 28(3), in order to make 
the provision comprehensive. 

Suh-clav^es (2) and (3). — No comments are needed. 

Notes to clause 284 

No comments are needed as to the drafting of this par- 
ticular clause. 

As to the attack on the constitutionality of section 28 
read with sections 51 and 52 of the existing Act, see notes 
.to the clause incorporating section 28(1)'. 


CHAPTER XXIII 

OFFENCES AND PROSECUTIONS 
Notes to clause 285 

This clause does not require any comments. As to the 
constitutional position relating to existing sections 51 ana 
52 read with existing section 28(1) and section 28(4), see 
notes to the clause incorporating Section 28(1). 

Notes to clause 286 

Tho pvisting section 52 provides that if a person makes 
1 fo+iment in verification under certain sections, he 
,,^,-<;hable etc. The existing section gives a long 
should be sections under which verification is made; 

list of the various sect necessary to give a list of 

but it does not, 
such sections. 

under any provisions of the Act should 
Verificatw ^jie purview of this section. The flaw 

obviously -pg a list is that the list may not be exhaus- 
inherent m p^pj-gover, require to be amended whenever 
tive sod maj , .j^^ppjjuces a new section requiring verifica- 
an amendment^ therefore, uses the words “any veri-‘ 

tion._ The a ^ct”. 
fication 287 

, commen ts are neede d. 
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really mean that the proportion of employees employed out- 
side India should not exceed 10%. The wording =has, there- 
fore, been altered to bring out the intended meaning. 

Other changes are consequential on the breaking up of 
section 58C into conditions and provisions for relaxation. 

Suh-claiise (2). — Existing section 58C(1), (b), proviso, 
refers to the National Service (European British Subjects) 
Act, 1940 and the National Service (Technical Personnel) 
Ordinance, 1940. These references have been replaced in 
the draft by the words “any law for the time being in 
force”, which are more comprehensive. 

Other changes are consequential. 

Suh-clause (3). — -The changes made are consequential 
on the breaking up of section 58C and combining of section 
58C (d), Proviso and latter part of section 58C (1) (g). 

Sub-clauses (4) and (5). — ^No comments are. needed. 

Notes to claiLse 292 

No comments are needed. 


Notes to clause 293 

This is new. Sums paid by the employer as contribu- 
tions towards a recognised provident fund should be allovv- 
ed to be deducted in computing the employer’s income. > 
Hence this clause. 

Notes to clause 294 
No comments are needed. 

Notes to clause 295 
No comments are needed. 


Notes to clause 296 


n Existing section 58G, sub-section (2), has 

Lrene^rui. clause. The proviso has been express- 

leen emfao^ed m i sub.section. 

;d as an item or me 


r.. <-• r, 'S8G(2) talks of exemption from the payment 
■ Section accumulated balance shall 

of from the computation of the emplo5’-ee’s 

be It is thus a case of total exclusion and has 

Sen 


c far as super-tax is concerned, the exemption in sec- 
- s«G( 2) was originally applicable to super-tax also, 

.L words “and super-tax” were omitted by the Indian 
T nme-tax (Second Amendment) Act, 1933 (18 of 1933). 

reason for removing these words from this sub-section 
Apparently was that the exemption for super-lax was' dealt 

— exiting section 58R, main para, middle portion. 
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The provision in question was enacted only to make 
an adjustment necessitated by the course of legislation 
(see hote below), and hence the aspect of payment receives 
a higher emphasis compared with the aspect of liability. 

The Provident Funds Chapter was introduced in 1929. 
Section 58E -provided for the inclusion of the annual ac- 
cretion in the total income. Section _ 58F exenyted the 
annual accretion from income-tax, subject to certain con- 
ditions. Though the intention of the legislature was, thus, 
to asse.ss the annual accretion to super-tax, by the omission 
of section 58F from the sections not applicable to super-tax 
mentioned in section 58, the provisions of section 
came applicable to super-tax. The annual accretion, the e- 
fore, remained exempt from super-tax also up to 

The legislature noticed this defect 

it by including section 58F in „g mad^no^ 

section 58G (1) was introduced and 58G (2) ™aae no 

applicable to super-tax. The resulting position is 

the accumulated balance is exempt from P^y i 

tax, the employee receiving the naid bet- 

to make good the super-tax that he wou d ^ P 

ween 1929 and 1933. 

Notes to clause 298 

Existing section 58H has +h|^ac(mmuLt- 

tion provides that at the ?£.PgY?r^erefrom any income- 
ed balance, the trustees shal^educt thi? require- 

tax payable under se^ction 58G j3)^ 

ment is concerned, the words ? .. to make 

[58G (3)] applies,” have been liabi- 

it clear that deduction is permissible only wnere 

lity for payment of tax has arisen. 

The existing section ^payaWe on^ an^em- 

tion of any income-tax J^^ned Snde? section 58J (3). 
ployee’s total income as determined Section 

This requirement does not app ^ payment of 

58J (3) does not really S'd is confined to 

accumulated balance to — iAjnn of sums transferred 

the taxation, at the time of r ^ recognised provident 

to the employee’s account omitted in the 

fund. This requirement has, thereiore, oe 

draft. 

Notes to clause 299 ^ 

Existing section 58J 
section (4) of that sectm^^ 
clause dealing with relaxation 

No other comments are needed. 

Notes to clause 300 

No enmments^ are needed. 

291 (5)- 

31—1 Law Coin./58. 


Notes to clause 301 
^““"’“'"t'^NltcTw clause 303 
'Ton cause 303 

clause 304 

NO comments are 

Notes w change ^ . g^s 
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Notes to clause 307 
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Suh-clause (3).— This is new and has been added to 
secure uniformity with the corresponding provision relating 
to recognised provident fund— see existing section 58C (2). 

Notes to clause 308 

It has been made clear that the application for ap- 
proval is to be made to the Income-tax Officer by whom 
the employer is assessable. 

The word “year” has been replaced by the expression 
“assessment year” or “previous year”, as considered appro- 
priate. 

Notes to clause 309 

General.— Existing section 58R and 58S have, for the 
sake of clarity, been broken up so as to deal separately 
with the following : — 

(1) Income from investment. 

(2) Employer’s contribution — deduction for. 

(3) Employee’s contribution — ^when exempted. 

(4) Contributions paid to the employee — ^when deemed 
to be income. 

(5) Deduction of tax on contributions paid to an em- 
ployee. 

Existing section 58R, relating to exemption in' respect 
of superannuation funds, combines a number of provisions. 
These provisions embody exemptions falling under various 
categories. For example, the opening lines direct that in- 
come derived from investments of such funds shall be “ex- 
empt from payment of income-tax” ; while the subsequent 
lines provide that “any sum paid by an employer by way 

of contribution shall be deducted in computing the 

income ” It is obvious that the first exemption is 

in the nature of an exclusion from total income, while the 
second is a deduction for expenses. In order to bring out 
clearly the nature of the various exemptions contained in 
existing section 58R, its various portions have, in the draft, 
been allocated to various clauses according to the topic 
dealt with, thus — . 

• (i) the opening lines relating to income from invest- 
ment etc., have been embodied in this clause. 
That provision applies in respect of super-tax 
also under existing section 56. The provision is 
more in the nature of exclusion from total 
income and should be treated on the same lines 
as income received by trustees on behalf of a 
recognised provident fund, see existing section 
4, sub-section (3), item (ix) ; 
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Notes to clause 312 

'Existing section 58S (1) provides that where any con- 
tributions are “repaid”, to an employee, the amounts so 
repaid shall be deemed, for the purpose of income-tax, the 
income of the employee for that year. The words “repaid” 
would, at first sight, seem to suggest that it is only the em- 
ployee’s contributions that are intended to be covered by 
these words. But it seems that the employer’s contribu- 
tions should also be covered, because there does not appear 
to be any reason for excluding employer’s contributions ; 
the word “repaid” was probably used in a wider sense. 

The sub-section does not make any exception for con- 
tributions repaid on death or termination of employment. 
Existing section 58S (2) however shows that payment of 
contributions to an employee on death or termination of 
employment does not come within the scope of this section. 
The two sub-sections should run in harmony with each' 
other. 

The language of the provision has, thereforp, been 
altered on these lines. 

The words “of that year” have been replaced by the 
words “of the previous year in which it is so paid to him”, 
for precision. 

Notes to clause 313 

As pointed out in the notes to the clause correspond- 
ing to existing section 58S (1), section 58S is intended to 
apply to contributions both of the employees and of the 
employer'. The necessary change has been made in this • 
clause also. 

Notes to clause 314 

No comments are needed. 

Notes to clause 315 ^ 

No comments are needed. 

Notes to clause 316 

Existing section 58V has been embodied here with the 
following changes : — 

(1) It has been made clear that the information is to 
be supplied by the trustee to the Income-tax Offi- 
cer within “not less than- twenty-one days”. This 
will avoid the raising of any question as to what 
is meant by the words “within twenty-one days”. 

(2) Clauses (a), (b) and (c) of this section, which ela- 
borate the particulars that will be required by 
the Income-tax Officer, have been omitted, as the 
rule-making power now conferred' enables rules 
to be made on these matters. 


'See notes to clause 312. 
*Vide draft clause 317. 
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CHAPTER XXVI 
MISCELLANEOUS 
Notes to claiise 819 

This is new. It seems desirable to make it clear that 
income once charged to tax should not again be charged 
to tax in the hands of the same person. This safeguard 
seems to be necessary, in view of the fact that an item of 
income may be chargeable either on the basis of its ac- 
crual or on the basis of its having arisen or on the basis 
of its actual receipt, within a particular period. In other 
words, the chargeable periods may vary according to the 
basis on which the tax is sought to be assessed. 

Notes to clause 320 

It has been made clear that even in the case of a local 
authority or company, service may be made on its princi- 
pal officer. The definition of “principal officer" is applicable 
to local authorities and companies also. 

Notes to clause 321 

Sub-clause (1). — This is new. Since the family will 
not be in existence after partition, a provision for service 
of notices in respect of proceedings pertaining to the 
disrupted family appears to be necessary and has been in- 
• corporated in this sub-clause. The Supreme Court has held' 
that in such cases the notice need not be given to all mem- 
bers. This view has been followed in the draft, treating, 
however, a notice under section 34 in a different manner^. 

This draft sub-clause will apply only where an order re- 
cording a finding of total partition is passed. In cases of par- 
tial partition, the family continues in respect of undivided 
property; (if the partition is partial as regarding persons, 
the remaining members will continue joint); and notices 
can be served in the usual manner, and, no special provi- 
sion is necessary to the effect that the notice* in such cases 
must be served on all the members of the family. (In 
cases where some of the members Vent out of the family, 
the members so^ separated must of course be served. But 
this need not be provided for). 

Sub-clause (2). — ^This is new and is intended to provide 
for the service of notice in the case of a dissolved firm or 
association. 


Notes to clause 322 

This clause does not need any comments. 

* Laxmi Narain Bhadani V. CIT, (1951) 20 TTR. 594(80). 

« Cf. T. T. I. C. Report, page 155, paragraphs 351, 352. 
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Suh-clav^e (4)— Under existing section 61 (3) the powe 
to take disciplinary action against persons “other than law- 
yers or accountants subject to their respective professiona 
bodies”, is vested in the Commissioner. It is proposed t( 
transfer these powers to an authority whose constitutor 
would be laid down in the rules'. The present provisior 
authorising appeals to the Central Board of Kevenue will 
of course, continue. 

Suh-clau^e (5) — ^is merely a transitional provision. ‘ 

Notes to clause 325 

No comments are needed. 

Notes to clause 326 

No comments are needed. 

Notes to clause 327 

No comments are needed. 

Notes to clause 328 

The word “year” has been replaced by words “assess- 
ment year” for precision. In addition to income-tax, super- 
tax has also been added for the sake of precision. 

Notes to clause 329 

Sub-clause (1). — It has been made clear that the rules 
will be published in the Official Gazette. 

Sub-clause (2). — ^Paragraph (c) is new and is intended 
to empower the Central Board of Revenue to make rules 
(i) for the registration of Income-tax Practitioners who 
are not lawyers or accountants and (ii) for the constitution 
of an authority to take disciplinary action against them’. 

The changes made by the Finance Act, 1958, have been 
given effect to. Further, a provision for rules regarding 
income-tax verification certificates has been added, since it 
is felt that a statutory provision on the subject would be 
useful. 

Sub-clause (3) — does not need any comments. 

Sub-clause (4) — ^has been brought into line with recent 
legislative practice. 

Existing section 60. 

Existing section 60(1) authorises the Central Govern- 
ment to make exemptions, reduction in rates or other modi- 
fications regarding income-tax in certain cases. Sub-section 
(3) of that section, however, provides, that after the com- 
mencement of the Indian Income-tax (Amendment) Act, 


1 Cf. the Amendment Bill that was introduced in 1951 (which was allowed 
to lapse), piinted in (1951) 28 I.T.R. 46^ 47. 

® Fide notes to draft clause 324 (4). 
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Section 2 of the Australian Income-tax and Social Ser- 
vice Contribution Assessment Act, 1936-1953, while repeal- 
ing the enactment concerned (vide the main paragraph), 
provides (vide first proviso) that the Act repealed by this 
section, sh^ continue in force for all purposes in connec- 
tion with income-tax payable for any financial year prior 
to the financial year commencing onj the 1st January, 1936. 

[It may be noted that the saving embodied in the 
various Acts referred to above varies in each Act. Thus 
the Indian Acts i.e.. Finance Act, 1950 and the Act relating 
to Jammu and Kashmir, save the old law for levy, assess- 
ment and collection of tax etc. The U.K. Act saves the old 
law for tax. The Australian Act saves the old law “for all 
purpose^’.] 

(3) Another alternative would be, not to “repeal” the 
existing Act, but to provide that it “shall cease to apply”. 
(A clause framed on these lines would not of course, attract 
the provisions relating to repeal in the General Clauses Act 
and they will have to be specifically incorporated in .the 
repeal clause). 

A precedent for this wiU be found in section 130 of 
the Canadian Income-tax Act which, instead of effecting a 
specific repeal, merely provides that provisions of the In- 
come-tax War Act (i.e. the earlier Income-tax Act of 
Canada) “are not applicable to taxation years after the 1948 
Taxation Year”'. 

Title I, sub title A, section 1, U.S.A. Internal Revenue 
Code, (U.S.A. Statutes 1934 Part I p. 683) provides that the 
provisions of the new Act shall not apply to assessment 
years commencing prior to 1st January, 1934, and income- 
tax for assessment years prior to that date shall remain 
unaffected by the new Act and shall continue to be govern- 
ed by the applicable provisions of the old Act. 

If this third alternative is adopted, notifications and 
orders etc. can be issued under the old Act on all matters 
in respect of assessment years prior to the commencement 
of the new Act. 

(It may be stated here that the repeal clauses in 
section 53 of the Indian Income-tax Act, 1918 (7 of 
1918), section 8 of the Indian Income-tax Act, 1920 (19 of 
1920) and section 68 of the Indian Income-tax Act, 1922 (11 
of 1922) might not be verj' helpful in drafting the repeal 
clause. These Acts straight-away repeal the old Act and 
add that such repeal shall not affect the liability of any 
person to pay any sum due under the old Act.) 


’ Hence, assessments in Canada stiJI confnue to be made and d-sputes 
litigated and under the old Act in respect of prc-19!E income, lamon. 

Income-tax Law, 1959, Second Supplement. 
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iiule 5 


The changes made are all of a drafting nature, and do 
not affect the substance of the existing law and practice 

Para (a) —The existing Schedule. Rule 6, says that the 
balance disclosed m the accounts is to be adjusted so as 
to exclude from it any expenditure “other than expendi- 
ture that may under section 10 be allowed 

for in computing the profits etc of a business” It is only 
expenditure that is excluded, deduction for depreciation is 
not, It seems, to be questioned, and must be allowed as 
entered in the accounts’ Para (a) is intended to make thi-, 
clear 

(It does not appear to be necessary to make any simi- 
lar specific provision for deductions m the nature of loss on 
resale of assets etc , since disputes regarding the quantum 
of such deductions are not likely to ansa frequently) 

See also notes to Para (b) below. 

Para (h) —Depreciation having been provided for in 
sub-clause (a), it becomes possible to use the wide wording 
adopted in this sub-clause, tnr.. that all "deductions” not 
allowed under section 10 should be added back 

The additions made by draft paragraphs (a) and (b) 
could have been made m the draft for life insurance also 
but It has not been considered necessary to make such 
changes there, for two reasons, first, the existing rule 3 
IS lengthy enough, and secondly, since the bulk of life 
insurance business will now be earned on by the Life In- 
surance Corporation, a statutory body, the need for any 
detailed clarifications %vill not be felt 

Pora (c) — ^This merely simplifies the latter half of 
existing schedule, Rule 6, by incorporating the provisions 
of existing Schedule, Rule 3(b), so as to render the refer- 
ence to that rule unnecessary 

Rule 7 

The definition of "preceding year" has been omitted it 
IS covered by the definition of “previous year” as adopted 
m the draft j r 

The definition of "securities" has been replaced by a 
dennition of ‘ investment" 

Tiotes to the Second Schedule 

The detailed procedure for recovery of tax has been 
given in this Schedule The draft is mainly based on 
the provisions of the Bengal Ihiblic Demands Recovery Act 


Kf C I T V Calmia Won™ Ompmj (1955! m 1 T R 404 
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1913, which appears to be the most comprehensive of the 
Provincial and State Acts on the subject. Slight changes of 
substance have been made at one or two places, and the 
provisions have been embodied in a re-arranged form. 


Notes to the Third Schedule 

The Schedule does not need any comments. The pro- 
visions relating to attachment by the Collector will apply 
to distraint etc. effected by the Income-tax Officer himself. 
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Instead of the expression ‘ income 
the shorter expression “profits and gams 
the lines of the existing section lu. 


profits and gains”, 
” has been used, on 


Rule 2 

Slight changes have been *"®cchedule”nli? 2 Vo^iso, 
guage. For example, the existmg . “dIus”. This has 
clauses fa), (b) and (c). 
been replaced by the words aggrega 


Rule 3 

The following drafting changes have been made. 

1. The first proviso to the e»stmg b n ^^^h 

has been omitted, as it was applicable oniy 
computation” made under the ru . , , lo 

2. The second proviso to for policy holders is 

3(a) says that if any amount ^e policy holders, 

not paid to or expended on behf ^ ^ deduction is 

then the proportion P^^''^°y^^^,,rr,lus. The proportion has 
to be treated as a part of the , ^ as the case may 

been described as “one-half o jg not 

be”. The reference to on^ t deduction allowed is four- 

gible on first reading, because Schedule, ^ul® 3(a). 

^fths under the rnain j before the amendment 

X .u- _.i. og It stood beioreu „ and the 


ittfts under tne ma“‘ i^r before the amenuiii^-^' 

rhe text of the rule, as it stood before^ »one-half” and the 
Dy Act 25 of 1953 . contained^ the^ cases where a deduc- 
intention apparently was t ndment of 1953. 

tion was allied before the amen 

f me the new Act comes in 
Ordinarily speaking, 1 ® existing Act as it stood 
force cases of exhausted. ® 

before 1953 will have r gnce to “one-half has been 

matter of caution, the reteren 
retained in the drait. 

, xv,;c Act or under the Indian IncOme- 
The words ‘‘"'^'^^Vowever, been added in the draft. in 
tax Act, 1922” have, "O'lj^gre a deduction under the exist- 
order to deal with cases surplus under the new Act. 

ing Act is to be adjuste , „ . 

1 s clause (b), uses the words “secun- 
3. Existing rule^ o, appropriate word seems to 

ties or other assets • word used in the existing 

be “investments , sentence. The draft, thensfore, uses 
Schedule, rule 6, la^ 
the word “investments . 

4 Existing Schedule rule 3, clause (c), has been in^- 
, XU. draft sub-clause (c), with mmor drafting 
Ses S.S ‘or the eake ot precision. 

Rule 4 

This does not need any detailed comments. 
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of the tax by sufficiently resourceful and rich parties; It 
is true that the assessee has got to be safeguarded against 
oppression and at the same time, it should be seen that 
the tax is not evaded by rich parties. For this purpose, I 
am afraid, the procedure in the present Income Tax Act 
is not adequate. The draft report attempts to make several 
efforts to remedy this defect. But I do not quite agree 
uv/A its treatment to the question of evasion. The amend- 
inent suggested in section 34 seems to me to be generous 
to the assessee. But we have got to see whether it does 
not become too generous to a wily evader at the cost of the 
‘honest tax-payers who have to bear additional burden. I 
agree that there ought to be a limit to the period for which 
(, the proceedings for taxation could be re-opened. Whatever 
limits are fixed, there ought to be a general principle laid 
down that if escape from assessment or under-assessment 
has been shown to be due to any dishonest or fraudulent 
practice of the assessee, there ought to be no limitation to 
re-open the proceedings. On the other hand, the limitation 
in ordinary cases ought not to exceed what is now prescrib- 
ed under the Act. 

With regard to the procedure of assessment and appeals, 
I agree with the proposals made. But I am not sure that 
- ‘ che members of the Committee have given adequate con- 
sideration of the principles in French Law. Under that 
Law, in the case of assessment and realisation of provincial 
taxes, the matter is primarily within the jurisdiction of ad- 
rninistrative officials. But it is provided that if any ques- 
tion of title is raised before the matter receives the sanc- 
tiOT of the Ministry of the Interior, the Administrative 
Officer-in-Cbarge of the proceedings has to refer it imme- 
diately to a Civil Court after which the proceedings take 
the form of a Civil suit. Something similar to this is to be 
found in a Bengal Act, the Estate Partition Act. Under 
that Act appeals to the Civil Court are strictly limited. But 
if a question of title is raised in any stage of the pro- 
ceedings, the Collector carrying on the proceedings has got 
to stay the proceedings and refer the parties to the Civil 
Court. I think some procedure like this might be con- 
veniently provided for in the case of income tax assessment. 
There are some questions which would ultimately go from 
0 Civil Court upto the High Court even under the present 
leAct. n such questions are raised at an early stage of assess- 
ment, the law may provide that the matter must be referred 
'^^lo the Civil Court and assessment proceedings stayed 
Otherwise the assessment proceedings would be regarded 
’■as purely administrative — though under the strict control 
of the superior Administrative Officers, represented in 
France in the Council d’ estate. 

With further reference to the Income Tax Act in the 
proposals before the Tyagi Committee, I wish to add a 
few words with reference to my plea for the simplified and 
integrated procedure in. the assessment of all personal taxes. 
If -will be remembered that the new personal taxes have 

32—1 La'V Coin./58. 



